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JOTICE OF EXTENSION OF TIME 


Shoe UNIVERSITY OR PUBLIC COMMENT. On July 


IBRARIES 9, 1976, the Securities and Ex- 
hange Commission published for 
pmment proposed Rule 11Ac1-1 un- 
ce r the Securities Exchange Act of 
POSITORY 34 governing dissemination of 

m 2 Otation information with respect to 
TS DEP. ARTMENT Curities as to which last sale infor- 








* Imperial ‘400’ National, Inc., et al., Release Number 
318 dated February 24, 1976 was inadvertently omitted 
from SEC Docket Vol. 9 No. 1. 


This listing does not affect the legal status of any 
document published in this issue. 
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SIGNIFICANT ITEMS 








ANNOUNCEMENTS 


Corporate In the Matter of Imperial ‘400° Na- 

Reorganization __ tional, Inc., et al. Fourth Supplemen- 

318 tal Advisory Report of the Securities 
and Exchange Commission on Pro- 
posed Plan of Reorganization. 


~ Mation is reported in the consolidated 

transaction reporting system contem- 

plated by Rule 17a-15 under the Act. 

34-12806 PROPOSED RULEMAKING. The Se- 
curities and Exchange Commission 
today released for public comment a 
proposal to adopt Securities Ex- 
change Act Rule 10b-10 and to re- 
scind Securities Exchange Act Rule 
15c1-4 (File No. S7-654) (Comment 
Period Expires November 15, 1976). 


OPINIONS 
34-12793 CARL .F. CAMPBELL. Where mem- 
ber firm's supervisory securities ana- 
lyst prepared and signed twelve re- 
search reports in which three securi- 
ties were recommended several 
times without disclosures that the firm 
was then making a market in those 
securities, exchange’s finding that 
such conduct was inconsistent with 
just and equitable principles of trade 
and the fine imposed therefor, af- 





firmed. 
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SECURITIES ACT OF 1933 
Release No. 5740/ September 14, 1976 


Admin. Proc. File No. 3-4890 
In the Matter of 


RESEARCH AUTOMATION CORPORATION 
333 West 39th Street 
New York, New York 


NOTICE THAT INITIAL DECISION HAS BECOME FINAL 


In these Regulation A proceedings under the Securities Act, 
no petition for review of the administrative law judge's initial 
decision has been filed. The time for filing a petition has 
expired, and the Commission has not determined to review 
the decision on its own initiative. 


Accordingly, notice is hereby given, pursuant to Rule 17(f) 
of the Commission’s Rules of Practice, that the initial 
decision of the administrative law judge with respect to 
Research Automation Corporation has become the final 
decision of the Commission. The order in that decision 
permanently suspending Research Automation Corpora- 
tion’s claimed exemption under Regulation A from the 
Securities Act’s registration requirements with respect to the 
proposed public offering of its securities described in that 
decision is hereby declared effective. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12786/September 10, 1976 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9434/September 10, 1976 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 535/September 10, 1976 


Administrative Proceeding 

File No. 3-5068 

In the Matter of 

DREYFUS SPECIAL INCOME FUND, INC. (811-2209) 
767 Fifth Avenue 

New York, New York 10022 

ORDER DISMISSING PROCEEDINGS 


Upon information presented to it by its staff, the Commis- 
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sion has determined that it is appropriate in the public 
interest to dismiss these proceedings with respect to Drey- 
fus Special Income Fund, Inc. 


ACCORDINGLY, IT IS ORDERED that these proceedings 
with respect to Dreyfus Special Income Fund, Inc. be, and 
they hereby are, dismissed. 

By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12787/September 10, 1976 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9435/September 10, 1976 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 536/September 10, 1976 


Administrative Proceeding File No. 3-5068 
In the Matter of 


BOSTON COMPANY INSTITUTIONAL INVESTORS, INC. 
(801-6829) 


JOHN W. BRISTOL & CO., INC. 
(801-4726) 


RAYMOND L. DIRKS 


THE DREYFUS CORPORATION 
(801-8147) 


MANNING & NAPIER 
(801-6611) 


TOMLIN, ZIMMERMAN & PARMELEE, INC. 
(801-8853) - 


The Commission today has issued an Order Dismissing 
these proceedings against The Dreyfus Special Income 
Fund, Inc. and an Order Amending the Order for Public 
Proceedings in this matter dated August 24, 1976, naming 
as a respondent The Dreyfus Corporation, New York, New 
York to determine what, if any, remedial action is necessary 
in the public interest based upon the staff's allegations that 
The Dreyfus Corporation wilfully violated the antifraud provi- 
sions of the Federal securities laws arising from sales of 
securities of the Equity Funding Corporation of America 
allegedly on the basis of non-public material information. In 
all other respects the Order for Proceedings dated August 
24, 1976, remains the same concerning the other named 
respondents. 























ee 


A hearing will be scheduled by further order to take evi- 
dence on the staff's allegations, to afford The Dreyfus 
Corporation and the other respondents an opportunity to 
offer any defenses to the allegations and to determine 
whether any action of a remedial nature should be ordered 
by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12788/September 13, 1976 


In the Matter of 


THE DEPOSITORY TRUST COMPANY 
55 Water Street 
New York, New York 10041 


(SR-DTC-76-6) 


ORDER APPROVING RULE CHANGE SUBMITTED BY 
THE DEPOSITORY TRUST COMPANY PROVIDING FOR 
THE ESTABLISHMENT OF AN INTERFACE WITH PA- 
CIFIC SECURITIES DEPOSITORY TRUST COMPANY 


On July 6, 1976, the Depository Trust Company (“DTC”) 
submitted a proposed rule change pursuant to Rule 19b-4 
under the Securities Exchange Act of 1934 (the ‘“Act’”’) 
relating to the implementation of an interface with Pacific 
Securities Depository Trust Company. The submission com- 
prises procedures and agreements for the operation of the 
interface. In connection with the proposed rule change, DTC 
requested that the Commission continue its previous finding 
pursuant to paragraph (g) of Rules 8c-1 and 15c2-1 under 


. the Act that the agreements, provisions and safeguards 


established by DTC are adequate for the protection of 
investors. 


In accordance with Section 19(b) of the Act and Rule 19b-4 
thereunder, the rule change was published in the Federal 
Register (41 Fed. Reg. 32802, August 5, 1976), and the 
public was invited to submit comments. Notice of the filing 
and an invitation for comments also appeared in Securities 
Exchange Act Release No. 12672, July 29, 1976. No letters 
of comment were received. 


The Commission has reviewed the DTC submission and 
finds that the agreements, provisions and safeguards estab- 
lished by DTC are adequate for the protection of investors. 
The Commission finds also that the proposed rule change is 
consistent with the requirements of the Act and the rules 
and regulations thereunder applicable to registered clearing 
agencies. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change contained 
in File No. SR-DTC-76-6 be, and hereby is, approved. 

For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12789/September 13, 1976 


In the Matter of 


PACIFIC SECURITIES DEPOSITORY TRUST COMPANY 
301 Pine Street 
San Francisco, California 94104 


(SR-PSD-76-3) 


ORDER APPROVING RULE CHANGE SUBMITTED BY 
THE PACIFIC SECURITIES DEPOSITORY COMPANY 
PROVIDING FOR THE ESTABLISHMENT OF AN INTER- 
FACE WITH THE DEPOSITORY TRUST COMPANY 


On July 7, 1976, the Pacific Securities Depository Trust 
Company (“PSDTC”), a wholly-owned subsidiary of the 
Pacific Stock Exchange, Inc., submitted a proposed rule 
change pursuant to Rule 19b-4 under the Securities Ex- 
change Act of 1934 (the “Act”) relating to the implementa- 
tion of an interface with The Depository Trust Company. 
The submission comprises procedures and custodian 
agreements for the operation of the interface. In connection 
with the proposed rule change, PSDTC requested that the 
Commission continue its previous finding pursuant to para- 
graph (g) of Rules 8c-1 and 15c2-1 under the Act that the 
agreements, provisions and safeguards established by 
PSDTC are adequate for the protection of investors. 


In accordance with Section 19(b) of the Act:‘and Rule 19b-4 
thereunder, the rule change was published in the Federal 
Register (41 Fed. Reg. 32300, August 2, 1976), and the 
public was invited to submit comments. Notice of the filing 
and an invitation for comments also appeared in Securities 
Exchange Act Release No. 12661, July 27, 1976. No letters 
of comment were received. 


The Commission has reviewed the PSDTC submission and 
finds that the agreements, provisions and safeguards estab- 
lished by PSDTC are adequate for the protection of inves- 
tors. The Commission finds also that the proposed rule 
change is consistent with the requirements of the Act and 
the rules and regulations thereunder applicable to registered 
clearing agencies. 


iT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change contained 
in File No. SR-PSD-76-3 be, and hereby is, approved. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12790/September 13, 1976 


Admin. Proc. File No. 3-4498 
In the Matter of 


BRUCE WILLIAM ZIMMERMAN 

doing business as 

BRUCE W. ZIMMERMAN INVESTMENTS 
15430 East Batavia Drive 

Aurora, Colorado 


(8-16467) 


MEMORANDUM OPINION AND ORDER AMENDING THE 
COMMISSION'S PRIOR OPINION HEREIN AND DENYING 
PETITION FOR REHEARING 


The Division of Enforcement moves for rehearing. It does so 
on three grounds. The first is that the statement in the 
second paragraph in footnote 2 to our opinion (Securities 
Exchange Act Release No. 12690 (August 5, 1971)) that 
“there is no evidence of actual transactions” is incorrect. 
The second is that Blue Chip Stamps v. Manor Drug 
Stores, 421 U.S. 723 (1975), “did not-address the question 
whether conduct may be violative of Section 10(b) and Rule 
10b-5 if the violator [emphasis added] is neither a purchaser 
nor seller.” The third is that the sanctions imposed were 
inadequate. 


The Division points to no evidence of actual transactions by 
Zimmerman. It maintains, however, that “the evidentiary 
record establishes that there was an ongoing over-the- 
counter trading market in the shares of Vanderbilt Gold 
during the period of time within which the violative conduct 
occurred.” In addition, it contends that there is evidence 
"that Zimmerman himself submitted bid and ask quotations 
for the shares of Vanderbilt Gold to the National Quotation 
Bureau (pink sheets) during said period of time.” 


We agree with the Division that such evidence would be a 
basis for a finding that the respondent violated Section 10(b) 
of the Securities Exchange Act and Rule 10b-5 thereunder. 
However, the initial decision is somewhat unclear as to 
whether the administrative law judge’s finding that the 
Exchange Act was violated rested on that evidence. Accord- 
ingly, if we were to predicate a finding that respondent 
violated Section 10(b) of the Act and Rule 10b-5 thereunder 
on that basis, we should have to remand the case for a 
rehearing. We believe, however, that under the circumstan- 
ces of this case, such a rehearing would be unwarranted. 1 


IV. 
The question of whether Zimmerman did or did not violate 
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the Exchange Act's antifraud provisions has no bearing on 
the outcome. As our prior opinion pointed out, “findings 
under the Exchange Act would add nothing of substance to 
those made under Section 17(a) of the Securities Act.” 


The sanction question was considered with great care when 
the case was last here. The doctrinal considerations to 
which the Division points will not alter our assessment as to 
the nature of the remedial action that the public interest calls 
for under the special circumstances of this case. Hence 
rehearing would be pointless. 


V. 


Accordingly, IT IS ORDERED that the Commission's prior 
opinion herein (Securities Exchange Act Release No. 
12690) be, and the same hereby is, amended by deleting 
the second paragraph in the second footnote therein and 
the final headnote thereto; and it is further 


ORDERED that the application of the Division of Enforce- 
ment for a rehearing and for other relief ancillary thereto be, 
and the same hereby is, in all respects denied. 


By the Commission (Chairman HILLS and Commissioners 
LOOMIS and EVANS); Commissioner Pollack not participat- 
ing. 


George A. Fitzsimmons 
Secretary 





1 The petition for rehearing suggests that such a finding 
could be made even if there were no evidence of the 
existence of a market. We do not reach that question here. 
Nor did we intend to do so in our prior opinion. Consistent 
with the above, we shall amend our prior opinion herein by 
deleting the last paragraph of footnote two therein and the 
last headnote thereto. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12791/September 13, 1976 


The SEC has issued orders granting the requests of the 
following companies to list the specified securities on the 
New York Stock Exchange, Inc.: Banque Francaise de 
Commerce Exterieur, 8.95% guaranteed notes, due July 15, 
1983 (effective as of August 30, 1976); Brooklyn Gas 
Company, $2.47 cumulative preferred stock, Series |, $25 
par value (effective as of August 26, 1976); A.E. Staley 
Manufacturing Company, 8-7/s% sinking fund debentures, 
due June 1, 2001 (effective as of August 30, 1976); and the 
Toledo Edison Company, 9.65% first mortgage bonds, se- 
ries due 2006 (effective as of August 30, 1976). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12792/September 13, 1976 


Admin. Proc. File No. 3-5012 
In the Matter of 


R. WAYNE EVERETT & ASSOCIATES, INC. 
1630 State Street 
Bettendorf, lowa 52722 


R. WAYNE EVERETT 
201 Jasmin Lane 
Longwood, Florida 32750 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, R. Wayne Everett & Associates, Inc. (Regis- 
trant), a registered broker-dealer, and R. Wayne Everett 
(Everett), president and a director of the Registrant, have 
submitted an offer of settlement, without admitting or deny- 
ing the allegations in the order for proceedings, which the 
Commission has determined to accept. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that Registrant and Everett wilfully 
violated and wilfully aided and abetted violations of Sections 
5(a), 5(c) and 17(a) of the Securities Act, Sections 10(b) 
and 15(a) of the Securities Exchange Act and Rule 10b-5 
thereunder, and failed reasonably to supervise, with a view 
towards preventing these violations, persons who were 
subject to their supervision and who committed such viola- 
tions, and that it is in the public interest to impose the 
sanctions specified in the order of settlement. ' 


Accordingly, IT IS ORDERED that: 


(1) the registration as a broker-dealer of R. Wayne 
Everett & Associates, Inc. be, and hereby is, revoked, 
and 


(2) R. Wayne Everett be, and he hereby is, barred 
from association with any broker or dealer investment 
adviser, investment company or affiliate thereof. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





1In the Matter of R. Wayne Everett and Associates, Inc., 
instituted April 22, 1976 


2 The findings herein are not binding on any other respond- 
ent named in these proceedings 





SECURITIES EXCHANGE ACT OF 1934 


Release No. 12793/September 13, 1976 
Admin. Proc. File No. 3-4879 
In the Matter of the Application of 


CARL F. CAMPBELL 
720 Olive Street 
St. Louis, Missouri 


For Review of Disciplinary Action Taken by the 
NEW YORK STOCK EXCHANGE, INC. 
OPINION OF THE COMMISSION 


NATIONAL SECURITIES EXCHANGE— REVIEW 
OF DISCIPLINARY PROCEEDINGS 


Conduct Inconsistent with Just and Equitable Princi- 
ple of Trade 


Where supervisory securities analyst employed by 
member firm of a national securities exchange pre- 
pared and signed twelve research reports in which 
three securities were recommended several times 
without disclosure that the firm was then making a 
market in those securities, exchange’s finding that 
such conduct was inconsistent with just and equitable 


principles of trade and the fine imposed therefor, 
affirmed. 


APPEARANCES: 
Dennis J. Tuchler, for applicant. 


Robert J. Levine and Martin S. Mazur, for the New York 
Stock Exchange, Inc. 


Review proceedings with respect to a decision dated No- 
vember 6, 1975, by the Board of Directors of the New York 


Stock Exchange, Inc. Oral argument heard on August 19, 
1976. 


Carl F. Campbell, a supervisory securities analyst with R. 
Rowland & Co., Inc., a member firm of the New York Stock 
Exchange, Inc. (“NYSE”), appeals from disciplinary action 
taken against him by the Exchange. ' The NYSE found that 
over a 31/2 month period Campbell prepared and signed 
twelve research reports for Rowland which it distributed to 
the public.2 Among the securities recommended in those 
reports were th7ee in which the firm was then making a 
market. But none of the reports disclosed any of this 
market-making activity. The Exchange found Campbell's 
conduct “inconsistent with just and equitable principles of 
trade” and fined nim $1,500. 


One of the NYSE’s guidelines relating to the content of 
member firms’ public communications states that “when 
market letters, sales literature or research reports recom- 
mend the purchase or sale of a specific security, member 
organizations must disclose the following information, if 
such conditions exist: (a) that the firm usually makes a 
market in the issue being recommended. .. .” 4 
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Campbell admits that he was negligent in his preparation of 
the reports. But he contends that since the Exchange's rules 
about investment literature are directed to member firms, 
not subordinate employees like himself, his conduct cannot 
be deemed “inconsistent with just and equitable principles 
of trade” because the responsibility to assure compliance 
with the Exchange's rules was on the firm, not on him. 


We agree with the Exchange that Campbell's conduct was 
inconsistent with just.and equitable principles of trade.5 He 
caused the firm not only to violate an important guideline but 
to be placed in a potential conflict of interest position, by 
recommending securities in which the firm was making a 
market. ® Campbell was a supervisory analyst, that is, some- 
one authorized by the Exchange because of his demon- 
strated familiarity with the Exchange's rules to approve 
research reports disseminated by member firms. The rule's 
requirement that such reports be approved by a supervisory 
analyst, like Campbell, shows that the Exchange intended 
all along to make people in Campbell's position responsible 
for seeing to it that materials prepared or approved by them 
comply with the Exchange's rules as to such publications. 
Moreover, the Exchange had warned Campbell about this 
very problem.” 


Campbell does not suggest that the fine imposed on him by 
the Exchange is excessive. Nor do we see how such a 
contention could be made in the circumstances. It follows 
that the Exchange must be affirmed. 


An appropriate order will issue. 


By the Commission (Chairman HILLS and Commissioners 
LOOMIS, EVANS and POLLACK). 


George A. Fitzsimmons 
Secretary 





1 Section 19(d) of the Securities Exchange Act gives us 
appellate jurisdiction over disciplinary actions taken by na- 
tional securities exchanges. The standards for our review 
are contained in Section 19(e). 


2 The twelve reports were issued from July 31 through 
November 12, 1973. 


3 Rule 345(d) of the Exchange's rules provides that discipli- 
nary action may be taken against employees of member 
firms if the Exchange finds, among other things, that the 
employee has been guilty of conduct inconsistent with just 
and equitable principles of trade. 


4“ Rule 472 of the Exchange's rules requires that pieces of 
investment literature, prepared and issued by a member for 
general distribution, be approved in advance by the member 
or a competent authorized delegate. In addition, research 
reports must be prepared or approved by a supervisory 
analyst, qualified as such by the Exchange. Rule 344 of the 
Exchange's rules sets forth the standards for qualifying as a 
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- supervisory analyst. One such standard is passing the 


Exchange's supervisory analyst examination. Campbell be- 
came so qualified in August 1973. The specific guideline 
cited above is found in 12474A.10 of the Exchange's rules. 


5 That standard is neither vague nor novel. It has long been 
used in the securities industry and is codified in Sections 
6(b) and 15A of the Exchange Act. 


Campbell contends that he is stigmatized by a finding of 
unethical conduct and it is to this that he objects most 
strongly. We need only observe that terms such as “high 
standards of commercial honor” and “just and equitable 
principles of trade” refer, among other things, to standards 
of business conduct codified in the rules of the securities 
industry's self-regulatory bodies. 


8 Cf. Chasins v. Smith, Barney & Co., 438 F.2d 1167 (C.A. 
2, 1970), where Smith, Barney's failure to disclose its 
market-making activity in issues it recommended to the 
plaintiff was held to give rise to liability under our Rule 10b- 
5. 


7 When Campbell joined Rowland as research director, the 
Exchange sent him a letter pointing out that, before Camp- 
bell came to the firm, Rowland had issued literature recom- 
mending securities without disclosing that it was making a 
market in those securities. This letter was sent March 26, 
1973, just four months before the first of the twelve reports 
here involved was issued. That letter advised Campbell that 
the Exchange views such failures as highly serious viola- 
tions and that, although he was not responsible for literature 
issued before he arrived at the firm, “as Director of Re- 
search we must caution you to take whatever steps are 
required to familiarize all those involved in the preparation 
and distribution of research materials with Exchange Rules 
in this area.” The letter warned that “repeated violations of 
the Standard for Communications with the Public could lead 
to formal disciplinary action against your firm and/or respon- 
sible personnel.” A copy of this letter to Campbell was sent 
to the firm's compliance officer. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12793/September 13, 1976 


Admin. Proc. File No. 3-4879 

In the Matter of the Application of 

CARL F. CAMPBELL 

720 Olive Street 

St. Louis, Missouri 

For Review of Disciplinary Action Taken by the 


NEW YORK STOCK EXCHANGE, INC. 


ORDER AFFIRMING DISCIPLINARY ACTION TAKEN BY 
NATIONAL SECURITIES EXCHANGE 
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On the basis of the Commission's opinion issued this day, it 
is ORDERED that the disciplinary action taken by the New 
York Stock Exchange, Inc. against Carl F. Campbell be, and 
it hereby is, affirmed. 


By the Commission 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12794/September 13, 1976 


NOTICE OF FILING OF AMENDED PROPOSED RULE 
CHANGE BY THE MUNICIPAL SECURITIES RULEMAK- 
ING BOARD 


File No. SR-MSRB-76-3 


On September 9, 1976, the Municipal Securities Rulemak- 
ing Board submitted pursuant to Rule 19b-4 an amended 
proposed rule change to establish standards of operational 
capability and professional competence for municipal secu- 
rities brokers, municipal securities dealers, and individuals 
associated with such firms. The original proposat was 
submitted on March 3, 1976. 


Publication of the submission is expected to be made in the 
Federal Register during the week of September 13, 1976. In 
order to assist the Commission to determine whether to 
approve the proposed rule change or institute proceedings 
to determine whether the proposed rule change should be 
disapproved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. Reference 
should be made to File No. SR-MSRB-76-3. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12795/September 14, 1976 


An order has been issued granting the applications of the 
following companies to list the specified securities on the 
following exchanges: 


American Stock Exchange, Inc.—General Exploration 
Company, common stock, $1 par value (effective as 
of September 7, 1976. 


New York Stock Exchange, Inc.—Aetna Business 
Credit, Inc., 83/4% notes, due July 15, 1983 and 
93/4% senior subordinated notes, due July 15, 1986 
(effective as of September 7, 1976); General Motors 
Acceptance Corporation, 8.15% senior subordi- 
nated notes, due August 15, 1986 (effective as of 

* September 7, 1976); lilinois Power Co., 85/8% first 
mortgage bonds, Series, due 2006 (effective as of 
September 7, 1976); Ohio Edison Co., 91/2% first 
mortgage bonds, Series of 1976, due 2006 (effective 
as of September 7, 1976); San Diego Gas & Electric 
Co., 10% first mortgage bonds, Series P, due 2006 
(effective as of September 2, 1976); and Zapata 
Corp., 10-7.8% subordinated Debentures, due 2001 
(effective as of September 2, 1976). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12796/September 14, 1976 


Notice of Extension of Time for Public Comment 


On July 29, 1976, the Securities and Exchange Commission 
published for comment proposed Rule 11Aci-1 [17 CFR 
§ 240.11Ac1-1] under the Securities Exchange Act of 1934 
(the “Act”) [15 U.S.C. 78a et seq., as amended by Pub. L. 
No. 94-29 (June 4, 1975)], governing dissemination of 
quotation information with respect to securities as to which 
last sale information is reported in the consolidated transac- 
tion reporting system contemplated by Rule 17a-15 under 
the Act [17 CFR § 240.17a-15] (“eligible securities”).’ Rule 
11-Ac1-1 would require national securities exchanges to 
collect from their specialists, and national securities associ- 
ations to collect from third market makers, quotations in 
eligible securities for dissemination by those self-regulatory 
organizations to quotation vendors. In addition, those orga- 
nizations would be obligated to provide such vendors with 
the size of their specialists’ and market makers’ quotations if 
those specialists and market makers elect to make such 
sizes available for dissemination. Finally, proposed Rule 
11Ac1-1 would require quotations covered by the rule to be 
“firm,” subject to certain exceptions. 


In response to numerous requests from persons interested 
in commenting on the various issues relating to proposed 
Rule 11Ac1-1, the Commission has determined to extend 
the time for submitting comments on the proposed rule to 
November 1, 1976.2 Persons wishing to make written sub- 
missions should file six copies thereof with George A. 
Fitzsimmons, Secretary, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D. C. 20549 not 
later than that date. All such comments should refer to File 
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No. S7-648 and will be available for public inspection in the 
Commission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





1 Securities Exchange Act Release No. 12670 (July 29, 
1976); 41 FR 32856 (August 5, 1976). 


2 The time originally specified for submitting comments was 
to have expired on September 15, 1976. In determining to 
extend the comment period with respect to proposed Rule 
11Ac1-1 until November 1, 1976, the Commission notes 
that it no longer intends, as originally proposed, to imple- 
ment the proposal by that date, See Securities Exchange 
Act Release No. 12670 (July 29, 1976) at 18, 41 FR 32856 
(August 5, 1976). In this regard, the Commission is particu- 
larly interested in receiving the views of commentators as to 
a revised effective date for the rule (should it be adopted) in 
light of modifications to data processing facilities which may 
have to be made by self-regulatory organizations to meet 
the collection and dissemination requirements of the rule. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12797/September 14, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 (‘Exchange Act’) the single ten day suspension of 
exchange and over-the-counter trading for the period 
commencing at 3:00 p.m. (EDT) on September 14, 1976 
and terminating at midnight (EDT) on September 23, 1976 
of the securities of Major Petroleum Co. (“Major”), a Califor- 
nia corporation with principal executive offices located at 
9171 Wilshire Boulevard, Beverly Hills, California. 


The Commission ordered the suspension of trading in the 
securities of Major because of the lack of adequate and 
accurate public information regarding the company’s opera- 
tions and financial condition. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in Washing- 
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ton, D. C. If any broker or dealer is uncertain as to what is 
required by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until such 
time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any broker 
or dealer enters any quotation which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 


if any person adversely affected by such suspension or who 
would be adversely affected by the renewal of the suspen- 
sion desires to show that such suspension is not necessary 
in the public interest or for the protection of investors such 
person may petition the Commission that it not renew the 
suspension. Such petition should be filed with the Commis- 
sion in accordance with the procedure set forth in Securities 
Exchange Act Release No. 12361 dated April 22, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12798/September 15, 1976 


Administrative Proceeding File No. 3-5057 

In the Matter of 

SHELL INTERNATIONAL FINANCE NV. 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until October 4, 1976, to 
request a hearing on an application by Shell International 
Finance N.V. (the “Applicant”), a wholly-owned subsidiary 
of Shell Petroleum, N.V., pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, for an order exempting 
the Applicant from the reporting requirements of Section 13 
of that Act. 


The Applicant raises funds for the general financing pur- 
poses of the Royal Dutch/Shell Group of companies through 
offerings outisde the United States. The Applicant's 6 1/2% 
Loan Bonds due 1979 are listed on the New York Stock 
Exchange, where no trading transactions have occurred 
since January 1, 1972. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12799/September 14, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
MIDWEST STOCK EXCHANGE, INCORPORATED 


File No. SR-MSE-76-16 


The Midwest Stock Exchange, Incorporated submitted on 
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September 3, 1976 a proposed rule change under Rule 
19b-4 to revise qualifications for membership. 


Publication of the submission is expected to be made in the 
Federal Register during the week of September 20, 1976. In 
order to assist the Commission to determine whether to 
approve the proposed rule change or institute proceedings 
to determine whether the proposed rule change should be 
disapproved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. Reference 
should be made to File No. SR-MSE-76-16. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12800/September 15, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE PACIFIC STOCK EXCHANGE 


File No. SR-PSE-76-30 


The Pacific Stock ‘Exchange (the “PSE”) submitted on 
August 9, 1976, a proposed rule change under Rule 19b-4 
to conform the PSE’s existing short sale rules with the 
recent amendments to Rules 10a-1 and 10a-2 under the 
Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of September 20, 1976. In 
order to assist the Commission to determine whether to 
approve the proposed rule change or institute proceedings 
to determine whether the proposed rule change should be 
disapproved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within thirty days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capito! Street, Washington, D. C. 20549. Reference 
should be made to File No. SR-PSE-76-30. 


Copies of the submission and of all written comments will be 


available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12801/September 15, 1976 


In the Matter of 


The Chicago Board Options Exchange, Inc. 
LaSalle at Jackson 
Chicago, Illinois 60604 


(SR-CBOE- 1976-15) 
ORDER APPROVING PROPOSED RULE CHANGE 


On July 27, 1976, the Chicago Board Options Exchange, Inc. 
(“CBOE”), filed with the Commission, pursuant to Section 
19(b) of the Securities Exchange Act of 1934 (the ‘“Act’’), as 
amended by the Securities Acts Amendments of 1975, and 
Rule 19b-4 thereunder, copies of a proposed rule change. 
The proposed rule change would amend Rule 9.22 of the 
CBOE Rules (‘Rule 9.22”), which sets forth fidelity bonding 
requirements for member firms, so that a member-subsidi- 
ary of another member that carries bonding coverage 
greater than the minimum requirements for the firm would 
not be permitted to have the amount of excess deductible in . 
its bond subtracted from its parent's net worth, rather than 
from the subsidiary’s net worth, in the calculation of the 
subsidiary'’s net capital pursuant to Section 240.15c3-1 (the 
“Uniform Net Capital Rule’). At present, Rule 9.22 would 
permit a member subsidiary to do so, provided the parent 
guarantees the subsidiary’s net worth in writing. In this 
respect, it appears that Rule 9.22 is inconsistent with the 
purposes of the Uniform Net Capital Rule inasmuch as 
Appendix “C” thereto prohibits flow through capital benefits 
of this kind. Accordingly, the proposed rule change is being 
made in order to render Rule 9.22 consistent with the 
purposes of the Uniform Net Capital Rule in this regard. 


Notice of the proposed rule change together with the terms 
of substance of the proposal was given by publication of a 
Commission Release (Securities Exchange Act Release No. 
12704, August 12, 1976) and by publication in the Federal 
Register (41 Fed. Reg. 35587, August 22, 1976). Public 
comments were invited until the twenty-first day after publi- 
cation in the Federal Register. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules 
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and regulations thereunder applicable to national securities 
exchanges, and in particular, the requirements of Section 6 
thereof. 


Further, the Commission finds good cause pursuant to 
Section 19(b)(2) of the Act for approving the proposed rule 
change prior to the thirtieth day after the date of publication 
of notice of the filing because: (1) the rule change is 
technical in nature, and (2) the rule change will ensure that 
the provisions of Rule 9.22 are not inconsistent with the 
purposes and policies of the Uniform Net Capital Rule. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change to Rule 
9.22 be, and the same hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12802/September 16, 1976 


In the Matter of 


Application for Registration as a Securities Information 
Processor 


by 
NASDAQ, Inc. 


ORDER GRANTING REGISTRATION AS A SECURITIES 
INFORMATION PROCESSOR 


Section 11A(b)(1) of the Securities Exchange Act of 1934 
(the ‘‘Act’’) provides that ‘it shall be unlawful for any 
securities information processor unless registered in ac- 
cordance with this subsection, directly or indirectly, to make 
use of the mails or any means or instrumentality or inter- 
state commerce to perform the functions of a securities 
information processor.’ NASDAQ, Inc.2 is a securities 
information processor within the definition of Section 
3(a)(22)(A) of the Act and an exclusive processor within the 
definition of Section 3(a)(22)(B) of the Act. NASDAQ, Inc. 
has filed, pursuant to Section 11A(b)(2) and Rule 11Ab2-1 
thereunder, an application for registration as a securities 
information processor and the Commission has published 
notice of, and provided an opportunity for comment upon, 
that application.* 


The Commission has examined the information and docu- 
ments contained in the applicant's filings with regard to 
performance capability; standards and procedures for col- 
lection, processing, distribution and publication of informa- 
tion with respect to quotations for, and transactions in 
securities; personnel qualifications; financial condition; and 
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such other matters as the Commission has determined to 
be germaae to the provisions of the Act and the rules and 
regulations thereunder, or necessary or appropriate in fur- 
therance of the purposes of Section 11A. No comment 
letters have been received concerning this application. 


The Commission finds that NASDAQ, Inc. is so organized 
and has the capacity to be able to assure the prompt, 
accurate, and reliable performance of its functions as a 
securities information processor, comply with the provisions 
of this title and the rules and regulations thereunder, carry 
out its functions in a manner consistent with the purposes of 
the Act and, insofar as it is acting as an exclusive proces- 
sor, operate fairly and efficiently. 


IT IS THEREFORE ORDERED, pursuant to Section 
11A(b)(3) of the Act, that the application of NASDAQ, Inc. 
for registration as a securities information processor be, and 
hereby is, granted. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





115 U.S.C. § 78k-1(b)(1) (1975). 


2 NASDAQ, Inc. is a wholly-owned subsidiary of the Na- 
tional Association of Securities Dealers, Inc., which pur- 
chased the NASDAQ system from the Bunker Ramo Corpo- 
ration on February 9, 1976. 


3 15 U.S.C. § 78c(a)(22)(A,B) (1975). 


4The NASDAQ, Inc. application was filed on March 22, 
1976, and amended on August 16, 1976 and September 7, 
1976. Comments were requested by Release No. 34-12289 
(March 31, 1976), 41 F.R. 14794 (April 7, 1976), 9 SEC 
Docket 323 (April 13, 1976). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12803/September 16, 1976 


NOTICE OF FILING OF PROPOSED RULE ‘CHANGE BY 
THE NEW YORK STOCK EXCHANGE 


File No. SR-NYSE-76-44 


The New York Stock Exchange, Inc. submitted on Septem- 
ber 13, 1976 a proposed rule change under Rule 19b-4 to 
rescind its Rule 409(c) which requires that customers’ 
confirmations bear a legend to enable a customer to deter- 
mine the amount of any odd-lot differential. 


Publication of the submission is expected to be made in the 
Federal Register during the week of September 20, 1976. In 
order to assist the Commission to determine whether to 
approve the proposed rule change or institute proceedings 
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to determine whether the proposed rule change should be 
disapproved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commissicn, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. Reference 
should be made to File No. SR-NYSE-76-44. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12804/September 16, 1976 


Orders have been issued granting the applications of the 
following companies to list the specified securities on the 
following exchanges: 


Philadelphia Stock Exchange, Inc.—Philadelphia 
Electric Co., 956% first & refunding mortgage 
bonds, Series due 2002 (effective as of September 
2, 1976). 


New York Stock Exchange, Inc.—Philadelphia Elec- 
tric Co., 956% first & refunding mortgage bonds, 
Series due 2002 (effective as of September 2, 
1976); Jersey Central Power & Light Co., 934% 
first mortgage bonds, Series due 2006 (effective as 
of September 9, 1976); Rochester Gas and Electric 
Corp., 914% first mortgage bonds, Series BB, due 
June 15, 2006 (effective as of September 9, 1976): 
and Transcontinental Gas Pipe Line Corp., cumula- 
tive preferred stock. $2.50 Series and 934% first 
mortgage pipe line bonds, due August i, 1986 
(effective as of September 9, 1976). 





SECURITIES EXCHANGE ACT OF 1934 4 


Release No. 12805/September 16, 1976 


The Securities and Exchange Commission has issued a 
notice giving interested persons until October 12, 1976 to 


request a hearing on an application by American Chain and 
Cable Company, Inc. (the “Applicant’), a wholly-owned 
subsidiary of Babcock International, Inc. pursuant to Section 
12(h) of the Securities Exchange Act of 1934, for an order 
exempting the Applicant from the reporting requirements of 
Sections 13 and 15(d) of that Act. Since May 4, 1976, all of 
Applicant's outstanding securities have been owned by 
Babcock. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12806/September 16, 1976 


INVESTMENT COMPANY ACT OF 1940 
Release Number 94501/September 16, 1976 


Proposed Rulemaking 


The Securities and Exchange Commission today released 
for public comment a proposal to adopt Securities Exchange 
Act Rule 10b-10 and to rescind Securities Exchange Act 
Rule 15c1-14 (17 CFR 240.15cl-4). Proposed Rule 10b-10 
would make it unlawful for any broker, dealer, or municipal 
securities dealer to effect transactions in securities for or 
with the account of a customer without making certain 
written disclosures to that customer. The rule is proposed to 
be adopted pursuant to the Securities Exchange Act of 1934 
(the ‘‘Act”), particularly Sections 3, 9, 10, 11, 15 and 23 
thereof (15 U.S.C. 78c, 78i, 78j, 78k, 780 and 78w). 


lf Rule 10b-10 is adopted substantially as proposed, the 
Commission would rescind Rule 15c1-4, which currently 
prescribes confirmation disclosure requirements for brokers, 
dealers and municipal securities dealers effecting transac- 
tions otherwise than on a national securities exchange. 


Background 


Under the federal securities laws brokers and dealers have 
been required to make disclosures to their customers “at or 
before completion” of a transaction. Section 11(d)(2) of the 
Act (15 U.S.C. 78k(d)(2)) generally provides that a broker- 
dealer who conducts his business both as a broker and a 
dealer must disclose to a customer “in writing at or before 
the completion of the transaction whether he is acting as a 
dealer for his own account, as a broker for such customer, 
or as a broker for some other person.”' Rule 15c¢1-4, which 
applies to transactions effected otherwise than on a national 
securities exchange, also requires brokers, dealers and 
municipal securities dealers to make certain disclosures to 
their customers “at or before the completion” of a transac- 
tion.2 Section 11(d)(2) and Rule 15c1-4, together, have 
comprised the specific confirmation regulations under the 
federal securities laws.3 


Rule 15c1-4 was originally adopted by the Commission in 
1937 pursuant to Section 15(c)(1) of the Act (15 U.S.C. 
780(c)(1)).4 The Commission has from time to time 
amended the rule, most recently in 1976 to make it applica- 
ble to municipal securities dealers and before that in 1974 
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to refine the confirmation delivery requirements for certain 
purchases of shares of open-end investment companies 
and unit investment trusts registered under the Investment 
Company Act of 1940 (15 U.S.C. 80a et seq.).® 


As a result of the evolution of practices in the securities 
industry, which in part prompted the amendment of Rule 
15c1-4 in 1974, the Commission is undertaking a more 
general review of the confirmation requirements under the 
federal securities laws. Changing business methods and the 
expansion of participants in the securities markets call for a 
uniform rule applicable to all who wish to effect transactions 
for or with investors, a rule which gives the investor the 
maximum information consonant with cost effectiveness and 
with his need to make investment decisions. 


Proposed Rule 10b-10 has been developed to provide a 
basis for considering the advisability of adopting a rule of 
universal application setting forth the basic disclosures 
which are necessary and appropriate to investor protection, 
in the context of a securities transaction. Proposed Rule 
10b-10 includes a variety of adjustments in current require- 
ments to meet changing practices. Since the costs of 
regulation designed to promote investor protection are in the 
final analysis paid for in large part by the investor, the 
Commission is endeavoring to adjust regulatory require- 
ments to eliminate those for which compliance costs appear 
to be disproportionate to the practical benefits of investor 
protection thereby obtained. Because of the continuing 
evolution in methods of doing business, the Commission's 
evaluation is focused not only in terms of new proposed 
regulations of traditional business practices but also in 
terms of the impact on emerging business practices of 
regulations drawn for an earlier era. 


Summary of principal changes in confirmation require- 
ments under consideration by the Commission 


1. Recodification under Section 10(b) 


As noted earlier, Rule 15c1-4 has since 1937 defined as a 
manipulative or deceptive practice any failure by a broker or 
dealer .to deliver a confirmation meeting the rule’s require- 
ments. As adopted under Section 15(c)(1), however, Rule 
15c1-4 applies only to transactions effected by brokers or 
dealers otherwise than on a national securities exchange. 
While the Commission believes that the requirements of the 
rule are generally followed by all broker-dealers regardless 
of the market in which transactions are effected, it nonethe- 
less appears appropriate for any such rule to apply without 
regard to marketplace. Furthermore, it does not appear that 
the Commission could adjust existing confirmation delivery 
requirements for exchange transactions solely by amending 
Rule 15c1-4. 


2. Adjustment of the confirmation delivery requirements. 


Proposed Rule 10b-10 would adjust in certain respects the 
confirmation delivery requirements under the federal securi- 
ties laws. Specifically, the rule provides for the use of montly 
statements, in lieu of immediate confirmations, in connec- 
tion with transactions made pursuant to a “periodic plan,” as 
defined by paragraph (d)(2) of the rule. The essential 
required feature of a “periodic plan” would be a customer's 
written authorization to a broker to buy (or sell) for his 
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account a specific security, or securities (other than invest- 
ment company securities), in specific amounts (calculated in 
security units or dollars), at specific time intervals. The 
monthly statement would be required to contain essentially 
the same information as would be provided in an immediate 
confirmation. 


As noted earlier, the Commission previously revised Rule 
15c1-4 to provide that quarterly statements could be used 
for certain purchases of shares of open-end investment 
companies and unit investment trusts under certain condi- 
tions. Those revisions, currently embodied in paragraph (b) 
of Rule 15c1-4, are carried forward in substance into 
proposed Rule 10b-10 but have been redrafted to conform 
to the structure of the proposed rule. 


Rule 15c1-4(b) currently permits the use of a quarterly 
statement, in lieu of an immediate confirmation, for pur- 
chases of investment company shares pursuant to tax 
qualified, individual retirement and pension plans and var- 
ious group purchase plans without regard to tax status. 
Various other conditions under paragraph (b) of Rule 15c1-4 
must also be met before the quarterly statement procedure 
may be used. The proposed rule would, however, extend 
the availability of the quarterly statement procedure to 
certain other types of purchase plans for investment com- 
pany shares, as defined in paragraph (d)(3)(ii) of the rule. 


The proposed rule contemplates the use of monthly state- 
ments in connection with employer-sponsored stock pur- 
chase plans under which specified amounts are deducted 
from an employee's paycheck at regular intervals to pur- 
chase a particular security, including the reinvestment of 
dividends.” With respect to investment company shares, it 
also contemplates the use of quarterly statements with 
respect to appropriately structured contractual or systematic 
accumulation plans. The rule is not intended to require the 
delivery of monthly or quarterly statements to participants in 
a plan where a trustee for the plans is the shareholder of 
record of the securities being purchased or sold. Paragraph 
(a) of the rule would require only the delivery of a confirma- 
tion to the plan trustee. 


The Commission has received indications, however, that the 
current procedures for use of quarterly statements with 
respect to transactions in certain investment company secu- 
rities are not being widely used. The Commission believes 
that proposed Rule 10b-10 sets forth appropriate circum- 
stances for relaxing the confirmation delivery requirements 
in connection with periodic plans and would welcome the 
views of interested persons as to any other adjustments, 
particularly in confirmation provisions applicable to invest- 
ment company securities, that would be consistent with the 
protection of investors. It would be helpful, in that regard, if 
economic and statistical data were provided to illustrate the 
extent of any cost savings that could be achieved under any 
such further adjustment of current or proposed require- 
ments. 


Finally, the Commission would consider the requirements of 
Section 11(d)(2)® to be met by a written authorization under 
a “periodic plan” which will disclose that a broker-dealer will 
act as an agent in effecting transactions under the plan. In an 
“investment company plan” an appropriate prospectus dis- 
closure of capacity would also satisfy the requirements of 
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Section 11(d)(2). 
3. Agency crosses. 


It has been suggested that, as a consequence of the use of 
varying commission rate schedules by brokers, brokers 
have experienced practical difficulties in reporting on a 
confirmation to a customer the source and amount of any 
remuneration to be paid by another person for whom the 
broker is also acting in the transaction. Those reported 
compliance difficulties, including in some cases substantial 
reprogramming of computer systems and restructuring of 
order handling procedures, are said to arise in connection 
with agency crosses in the over-the-counter market where 
the broker acts as agent for both the buyer and the seller. 


Brokers have often represented both parties to a transaction 
but such dual representation presents a potential for abuse 
since there is a prima facie problem in representing fairly 
the interests of parties having conflicting interests, particu- 
larly if the broker is given substantial discretion. Equally 
important, it may be difficult, long after the fact, to reach firm 
conclusions about the broker's resolution of conflicts in such 
situations. While disclosure of source and amount of remu- 
neration is one means of alerting customers to possible 
conflicts of interest, the likelihood of problems may be 
lessened for securities transactions which are made in 
relation to prices established in an independent market and 
are widely reported. As a format for interested persons to 
provide views and arguments as to the circumstances, if 
any, under which current requirements might be appropri- 
ately altered, the proposed rule has been drafted to permit a 
broker to disclose that the source and amount of remunera- 
tion paid by the other party to a cross transaction will be 
made available upon request? (rather than set forth in the 
first instance on the confirmation) provided that the broker 
did not exercise investment discretion’® on behalf of the 
customer in effecting the transaction, and, in the case of a 
purchase by a customer, the broker was not participating in 
any distribution of that security,"' or, in the case of a sale by 
a customer, he was not participating in a tender offer.'2 


4. Dealer disclosures. 


Rule 15¢1-4 and Section 11(d)(2) of the Act do not require a 
broker-dealer acting in the capacity of a dealer to disclose 
on the confirmation any particular facts other than the 
capacity in which it has acted. It may be appropriate, 
particularly in view of current uncertainties as to the future 
structure of securities markets, to provide a better regulatory 
balance, between those who act as principals and those 
who act as agents, in requiring disclosures to their cus- 
tomers. 


Accordingly, in the case of principal transactions, paragraph 
(a)(3)(ii) of proposed Rule 10b-10 would require certain 
disclosures. Clause (A) of that paragraph would require a 
dealer to disclose the amount and source of any special 
remuneration paid or to be paid to him in connection with a 
particular transaction. That clause would relate to situations 
where payments were made to the dealer to induce transac- 
tions in securities;'? the clause is not intended to require 
any disclosure with respect to the price at which a dealer 
purchases or sells securities from or to others or the 
inventory profit on particular transactions. In the case of so- 


called “riskless principal” transactions, however, clause (C) 
would require such disclosure. Clause (B) would require a 
person acting as a market maker'4 in the security to 
disclose that fact to his customer,'5 and, if he is not a 
market maker and, with knowledge of the customer's order, 
has purchased the security from the customer for immediate 
resale to a market maker, clause (C) would require disclo- 
sure of mark-up, mark-down or other remuneration to be 
received. Disclosure of mark-up or mark-down would cause 
dealers effecting so-called “riskless principal” transactions, 
as so defined, to be subject to essentially the same disclo- 
sure requirements as brokers. 


The Commission recognizes that proposed Rule 10b-10, as 
drafted, would not require all dealers effecting “riskless 
principal” transactions to disclose their remuneration; con- 
sequently, the Commission requests the views of interested 
persons as to whether the disclosure requirements embod- 
ied in paragraph (a)(3)(ii) of the proposed rule should be 
extended to other circumstances under which dealers may 
effect “riskless principal” transactions. 


5. Miscellaneous changes 


(a) Title, quantity and price of the security. Proposed Rule 
10b-10 would require disclosure of the title, price and 
quantity (or principal amount) of the security. Although not 
previously specifically required, those categories of informa- 
tion appear to be the kinds of information which would be 
included as a matter of good business practice and should 
always be made available. 


The Commission understands that, from time to time, per- 
sons exercising investment discretion with respect to sev- 
eral different accounts may make a determination to pur- 
chase or sell a particular security for one or more of such 
accounts. Because a substantial block may be involved, the 
purchase or sale of the security for all such accounts may 
be effected in several transactions over a reasonable period 
of ime and, therefore, at varying prices. Questions have 
arisen as to whether the person exercising investment 
discretion should seek some basis for allocating particular 
purchases and sales to particular accounts, even though the 
investment decision for all such accounts was made simul- 
taneously, or whether all such accounts would be more 
appropriately treated pari passu by attributing to each 
account an average price paid or realized for the series of 
transactions required to effect the overall purchase or sale. 
It has been suggested that, under the circumstances de- 
scribed, it would not be inappropriate for a broker or dealer 
to prepare and send confirmations which reflect the average 
price while making appropriate disclosures as to the overall 
series of transactions. Similar questions may arise in con- 
nection with stock purchase plans, dividend reinvestment 
plans, or other similar arrangements where one person 
undertakes to make purchases for a large number of 
participants. In the context of such transactions, however, 
disclosure to plan participants of other transactional data 
such as dates of transactions might present greater prob- 
lems. The Commission welcomes the views of interested 
persons as to when the general disclosure requirements 
might be modified to provide appropriate accommodations. 


(b) Date and time of transaction. Rule 15c1-4 currently 
provides that information with respect to the date and time 
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of the transaction need not be included on the confirmation; 
nevertheless, such information is required to be disclosed 
on request in the case of agency transactions. Proposed 
Rule 10b-10 would require confirmation disclosure of the 
date of the transaction by all brokers, dealers and municipal 
securities dealers. Time could, however, continue to be 
omitted routinely and disclosed only on request. The Munici- 
pal Securities Rulemaking Board has filed with the Commis- 
sion a proposed confirmation rule which would not require 

_ disclosure, either on a confirmation or on request, of the time 
of execution of a transaction in municipal securities.'6 In view 
of that proposal, the Commission welcomes additional data, 
views and arguments concerning the importance of the av- 
ailability of time disclosures, particularly in the context of 
transactions in debt securities. 


(c) Disclosures by municipal securities dealers acting as 
agents. Currently Rule 15c1-4 requires that a municipal 
securities dealer disclose only the capacity in which it acts 
in effecting a transaction. The rule does not require, for 
example, a municipal securities dealer, acting as agent, to 
disclose the source and amount of its remuneration. The 
Commission is reconsidering, however, the disclosures re- 
quired to be made by municipal securities dealers, particu- 
larly in view of the proposed confirmation rule of the 
Municipal Securities Rulemaking Board.'7 That proposed 
rule would require municipal securities dealers, acting as 
agents, to make the standard agency disclosures. 


(d) U.S. Savings Bonds. Proposed Rule 10b-10 would 
delete archaic references to “U.S. Tax Savings Notes and 
U.S. Defense Saving Stamps.” 


The text of proposed Rule 10b-10 is as follows: 
§ 240.10b-10 Confirmation of transactions. 


(a) It shall be unlawful for any broker, dealer, or municipal 
securities dealer to effect for or with the account of a 
customer any transaction in, or to induce the purchase or 
sale by such customer of, any security (other than U.S. 
Savings Bonds) unless such broker, dealer, or municipal 
securities dealer, at or before completion of such transac- 
tion, gives or sends to such customer written notification 
disclosing 


(1) Whether he is acting as agent for such customer, 
as agent for both such customer and some other 
person, or as principal for his account; and 


(2) the date and time of the transaction (or the fact 
that the time of the transaction will be furnished within 
five business days upon request of such customer) and 
the title, price and number of shares or units (or princi- 
pal amount) of such security purchased or sold to or for 
such customer; and 


(3) if he is acting: 


(i) as agent for such customer, or for both such 
customer and some other person, 


(A) the name of the person from whom 
the security was purchased, or to whom it 
was sold, for such customer or the fact 
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that such information will be furnished 
within five business days upon request of 
such customer, and 


(B) the source and amount of any remu- 
neration received or to be received by him 
in connection with the transaction (unless 
remuneration paid by such customer is 
determined, pursuant to a written agree- 
ment with such customer, otherwise than 
on a transaction basis, and remuneration 
is not received from any other source in 
connection with such transaction); pro- 
vided, however, that if the broker did not 
exercise investment discretion on behalf 
of such customer in effecting the transac- 
tion and if, in the case of a purchase, he 
was not participating in a distribution or, in 
the case of a sale, was not participating in 
a tender offer, the confirmation may in- 
stead disclose the remuneration paid or to 
be paid by such customer and state 
whether any other remuneration has been 
or will be received and that the source and 
amount of such other remuneration will be 
furnished within five business days upon 
request of such customer. 


(ii) as principal in a transaction 


(A) the amount and source of any special 
remuneration paid or to be paid to him in 
connection with such transaction; 


(B) whether he is a market maker in that 
security; and 


(C) if he is not a market maker and, with 
knowledge of such customer's order, pur- 
chased the security from a market maker 
for resale to such customer, or purchased 
the security from such customer for resale 
to a market maker, the mark-up, mark- 
down, or other remuneration thereby re- 
ceived. 


(b) A broker may effect transactions for the account of a 
customer without giving or sending to such customer the 
written notification described in paragraph (a) if 


(1) such transactions are effected pursuant to a 
periodic plan; and 


(2) such broker gives or sends to such customer 
within five business days after the end of each 
monthly period a written statement disclosing each 
purchase or sale, effected for or with, and each 
dividend or distribution credited to, or reinvested for, 
the account of such customer (pursuant to the plan) 
during the period; the date of each such transaction; 
the title, number and price of any securities purchased 
or sold by such customer in each such transaction; 
the total number of shares of such securities in such 
customer’s account; any remuneration received or to 
be received by the broker in connection therewith; and 
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(1) such transactions are effected pursuant to an 
investment company plan; and 


(2) payments for the purchase of securities by such 
customer (or by such customer's designated agent, or 
labor union or employer by means of a payroll deduc- 
tion) are made directly to, or made payable to, the 
registered investment company, or the principal un- 
derwriter, custodian trustee, or other designated 
agent of the registered investment company; and 


(3) such broker or dealer or his agent gives or sends 
to such customer 


(i) at or before the completion of each transac- 
tion a prospectus which complies with Section 10 
of the Securities Act of 1933; and 


(ii) within five business days after the end of 
each quarterly period a written statement dis- 
closing the information described in paragraph 
(b)(2), provided however, that (A) the quarterly 
written statement and prospectus may be deliv- 
ered to some other person, designated by the 
customer, for distribution to the customer, and 
(B) the broker or dealer shall not be required to 
give or send such quarterly written statement to 
such customer if such customer has not pur- 
chased securities pursuant to the plan for two 
consecutive quarterly periods, other than 
through the automatic reinvestment of dividends 
or capital gains distributions, and the broker or 
dealer, or an agent of the broker or dealer, 
gives or sends a written notification to such 
customer that such customer will not receive 
such written statements after the expiration of 
such two consecutive quarterly periods; and 


(4) the intention to give or send to the customer the 
written statement referred to in subparagraph (c)(3) of 
this paragraph, in lieu of the written notification re- 
quired by paragraph (a), is disclosed in the prospec- 
tus given to such customer pursuant to Section 5 of 
the Securities Act of 1933. 


(d) For the purposes of this rule, 


(1) “completion of the transaction” and “customer” 
shall have the meanings provided in Rule 15c1-1 
under the Act; 


(2) “periodic plan” means any written authorization for 
a broker to purchase or sell for a customer a specific 
security or securities (other than securities issued by 
an investment company), in specific amounts (calcu- 
lated in security units or dollars), at specific time 


sold by a customer pursuant to 


(i) an individual retirement or pension plan qual- 
ified under the Internal Revenue Code; or 


(ii) a contractual or systematic purchase agree- 
ment under which the customer purchases at 
the applicable public offering price, such sec- 
urities in specified amounts (calculated in sec- 
urity units or dollars) at specific time intervals and 
setting forth the commissions or charges to be 
paid by such customer in connection therewith 
(or the manner of calculating them); or 


(iii) any other arrangement involving a group of 
two or more purchasers and contemplating peri- 
odic purchases of such securities by each 
member of the group through a person desig- 
nated by the group 


(A) to collect payments for such securi- 
ties, and 


(B) to remit such payments to the regis- 
tered investment company or its agent as 
soon as practicable but not later than 35 
days after such payments have been col- 
lected, and 


(C) to receive from the registered invest- 
ment company or its agent a written notifi- 
cation of the receipt of the amount paid at 
or before the completion of the transac- 
tion for the purchase of such securities. 


po 2 


All interested persons are invited to submit three copies of 
written views, data and arguments on proposed Rule 10b- 
10 to George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549, not laier 
than November 15, 1976. Reference should be made to File 
No. S7-654. All submissions will be made available for 
public inspection at the Commission’s Public Reference 
Room, Room 6101, 1100 L Street, N.W., Washington, D.C. 
By the Commission. 


George A. Fitzsimmons 
Secretary 


September 16, 1976 





1 Section 11(d)(2) applies to any “member of a national 
securities exchange who is both a dealer and a broker, 
[and] any person who both as a broker and a dealer 
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transacts a business in securities through the medium of a 
member or otherwise.” 


2 Securities Exchange Act Rule 15c1-1(b) (17 CFR 
240.15c1-1(b)) defines the phrase “completion of the trans- 
action.” 


3 See also Securities Exchange Act Rules 15c1-5 and 15c1- 
6 (17 CFR 240.15c1-5 and 1-6) and Affiliated Ute Citizens 
of Utah v. United States, 406 U.S. 128 (1972), Chasins v. 
Smith, Barney and Co., 438 F.2d 1167 (2d Cir. 1970), and 
Cant v. A. G. Becker & Co., Inc., 374 F. Supp. 36 (N.D. Ill. 
1974). Confirmation rules have also been developed by 
various self-regulatory organizations and their members are 
required to comply with those requirements as well as with 
the requirements under the federal securities laws. 


4 That section authorizes the Commission to define ‘any 
manipulative, deceptive, or other fraudulent device or con- 
trivance.” The use of any such device or contrivance by any 
broker-dealer effecting transactions in the over-the-counter 
market is unlawful. 


5 See Securities Exchange Act Release No. 12468 (May 20, 
1976), 41 FR 22820 (1976). 


6 See Securities Exchange Act Release No. 11025 (Sept. 
24, 1974), 39 FR 35345 (Oct. 1, 1974). 


7 It may, of course, be useful business practice to list 
transactions, which are not effected pursuant to a “periodic 
plan,” on a monthly statement to customers; nonetheless, 
those kinds of transactions would at the same time remain 
subject to the rule’s immediate confirmation disclosure and 
delivery requirements contained in paragraph (a). 


8 Section 11(d)(2) requires broker-dealers to disclose 
whether they are acting as principal or agent in effecting 
transactions in securities for customers. 


2 As is currently the case for information covered by a 
similar clause in Rule 15c1-4, that disclosure of information 
upon request would be required to be furnished without 
separate charge. 


10 See Section 3(a)(35) of the Act (15 U.S.C. 78c(a)(35)). 


"1 See, e.g., In the Matter of Collins Securities Corporation, 
Securities Exchange Act Release No. 11766 (Oct. 23, 
1975), and Weiss, “Registration and Regulation of Brokers 
and Dealers,” 113 (BNA 1965). 


12 See Section 14(d) of the Act (15 U.S.C. 78n(d)). 


13 See U.S. v. Light, 394 F.2d 908 (2d Cir. 1968) for the 
circumstances intended to be covered by this disclosure 
requirement. 


14 Section 3(a)(38) of the Act (15 U.S.C. 78e(a)(38)) defines 
the term “market maker.” Of course, whether a broker- 
dealer is a market maker in a particular security is ultimately 
a question of fact. On the one hand, a broker-dealer would 
be a market-maker with respect to securities for which 
quotations are submitted to any inter-dealer quotation sys- 
tem, such as NASDAQ. A block positioner is defined to be a 
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market maker. With respect to high quality debt securities, 


“the structure of the market and the role of market makers 


are quite different. Thus, a dealer may, depending on the 
facts, be able appropriately to consider itself to be a market 
maker in a particular security even though there is not any 
mechanism for or practice of regularly publishing quotations 
with respect to that security. 


15 The requirement that a broker-dealer disclose to a cus- 
tomer that the customer has dealt with a market maker 
would in substantial part codify existing case law. See 
Chasins v. Smith Barney & Co., Inc. 483 F.2d 1167 (2d Cir. 
1971). 


16 See Securities and Exchange Commission File No. SR- 
MSRB-76-9. 


17 See note 16 supra. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12807/September 16, 1976 


Admin. Proc. File No. 3-4669 
In the Matter of 


MULLANEY, WELLS & COMPANY 
33 North Dearborn Street 
Chicago, Illinois 


(8-1967) 
NOTICE THAT INITIAL DECISION HAS BECOME FINAL 


The time for filing a petition for review of the initial decision 
in these proceedings has expired. No such petition has 
been filed by Mullaney, Wells & Company. And the Com- 
mission has not chosen to review the issues with respect to 
that firm on its own initiative. 


Accordingly, notice is hereby given, pursuant to Rule 17(f) 
of the Commission’s Rules of Practice, that the initial 
decision of the administrative law judge with respect to 
Mullaney, Wells & Company has become the final decision 
of the Commission. The order contained in that decision 
revoking that firm’s broker-dealer registration is hereby 
declared effective. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12808/September 16, 1976 
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Admin. Proc. File No. 3-4547 
In the Matter of 


JOHN WILLIAM AIRSMAN 
1425 Sand Piper Way 
Salt Lake City, Utah 


NOTICE THAT INITIAL DECISION HAS BECOME FINAL 


The time for filing a petition for review of the initial decision 
in these proceedings has expired. No such petition has 
been filed with respect to John William Airsman. And the 
Commission has not chosen to review the initial decision 
with respect to Airsman on its own initiative. 


Accordingly, notice is hereby given, pursuant to Rule 17(f) 
of the Commission’s Rules of Practice, that the initial 
decision of the administrative law judge with respect to John 
William Airsman has become the final decision of the 
Commission. The order contained in that decision barring 
Airsman from association with any broker or dealer is 
hereby declared effective. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12809/September 16, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
MIDWEST STOCK EXCHANGE, INC. File No. SR-MSE-76- 
17 


The Midwest Stock Exchange, Inc. submitted on September 
13, 1976, a proposed rule change under Rule 19b-4 to 
establish standards of personal responsibility for members, 
general partners, or officers for acts of member organiza- 
tions over which such persons had or should have had 
supervision. 


Publication of the submission is expected to be made in the 
Federal Register during the week of September 20, 1976. In 
order to assist the Commission to determine whether to 
approve the proposed rule change or institute proceedings 
to determine whether the proposed rule change should be 
disapproved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the Federal! 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. Reference 
should be made to File No. SR-MSE-76-17. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 


at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19676/September 10, 1976 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
ALLEGHENY POWER SERVICE CORPORATION 
New York, New York 


MONONGAHELA POWER COMPANY 
Fairmont, West Virginia 


THE POTOMAC EDISION COMPANY 
Hagerstown, Maryland 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 


(70-5891) 


ORDER AUTHORIZING EXEMPTION FROM RULE 48(b) 
FOR ADVANCES MADE TO EMPLOYEES FOR MOVING 
EXPENSES RELATED TO TRANSFERS WITHIN A HOLD- 


_ ING COMPANY SYSTEM 


Allegheny Power System, Inc., a registered holding com- 
pany, and its wholly-owned subsidiary companies, Alle- 
gheny Power Service Corporation, Monongahela Power 
Company, The Potomac Edison Company, and West Penn 
Power Company (collectively referred to as the “Allegheny 
System’), have filed a declaration with this Commission 
pursuant to Section 9 of the Public Utility Holding Company 
Act of 1935 and Rule 48(b) promulgated thereunder as 
applicable to the proposed transaction 


The Allegheny System has adopted a policy (‘Policy’) to 
govern the making of advances to employees transferred to 
new geographical locations within the Allegheny System 
The Policy allows a company to make a cash advance, 
limited in amount to the employee's equity in his old home, 
to a transferred employee who, either because of delays in 
selling his old residence or because the closing date of the 
sale of the old residence is later than the closing date of the 
new residence, may not have sufficient funds to make the 
equity down payment on his new residence on the closing 
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date. Such advances must be approved by the Executive 
Vice President and General Manager or the Vice President, 
Administration, and it is the approving officer who makes a 
determination as to the value of the employee's equity 
interest in his old residence. Advances must be repaid by 
the employee when his residence in the old location is sold 
or within three months from the date of the loan, whichever 
is shorter. Under unusual circumstances the loan period 
may be extended on written authorization of the approving 
officer. Renewal under these circumstances will be on a 
month-to-month basis and interest will be charged at the 
rate of 1/2 of 1% per month. 


Rule 48(b) requires Commission approval for any loan to an 
empioyee in excess of $10,000, even pursuant to the Policy, 
unless a first mortgage is obtained by the company to 
secure such loan. The Ailegheny System states that as a 
practical matter, the circumstances which generally bring 
about the need for such a loan, thereby making the Policy 
applicable, would make it impossible for the employee to 
give the company a first mortgage, unless the amount of the 
loan were increased to cover not only the employee's equity 
in the old residence, but the entire value of the house, since 
in virtually all cases, the employee will have a first mortgage 
on his residence which would have to be paid before a first 
mortgage on the property could be given to the company. 


Accordingly, the Allegheny System requests that it be 
excepted from the requirement of Rule 48(b)(2)(iii), that 
personal advances to employees in an aggregate amount of 
over $10,000 be secured by a first mortgage on a residence 
occupied by the employee, provided such advances are 
made pursuant to the terms of the Policy. 


It is stated that no State commission and no Federal 
commission, other than this Commission, has jurisdiction 
over the proposed transaction. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19649), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said declaration be permitted 
to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration be, and it 
hereby is, permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19677/September 10, 1976 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 


142 Delaronde Street 


New Orleans, Louisiana 70174 
(70-5900) 


NOTICE OF PROPOSAL TO OPERATE AND SUBSE- 
QUENTLY ACQUIRE MUNICIPAL ELECTRIC FACILITIES 


NOTICE IS HEREBY GIVEN that Louisiana Power & Light 
Company )’Louisiana”), a public-utility subsidiary company 
of Middle South Utilities, Inc. (“Middie South”), a registered 
holding company, has filed an application with this Commis- 
sion pursuant to the Public Utility Holding Company Act of 
1935 (‘Act’), designating Sections 9(a) and 10 of the Act as 
applicat'e io the proposed transaction. All interes.ed per- 
sors are reterred to the application, which is summarized 
below, for a complete statement of the proposed transac- 
tion. 


Louisiana is engaged in the business of generating, trans- 
mitting, distributing, and selling electric power and energy. It 
operates in 46 of the 64 parishes (counties) in the State of 
Louisiana, including the Parish of East Carroll. Its operating 
revenue for the twelve months ended June 30, 1976, 
aggregated $302,336,000. 


The Town of Lake Providence (the ‘“Town’”) is a municipal 
corporation of the State of Louisiana, located in the Parish 
of East Carroll, in the north-easterly corner of the state. Its 
estimated population is approximately 6,200 people. The 
Town owns, operates, and maintains a system for the 
generation, distribution, and sale of electric power and 
energy to customers within the corporate limits of the Town, 
as well as to some customers outside of such corporate 
limits (the “Electric System”). As of February 4, 1976, the 
Town had 2,985 electric customers. As of June 30, 1975, 
the Electric System had a depreciated book value of ap- 
proximately $2,628,600 against an original cost of approxi- 
mately $4,055,800. For the year ended June 30, 1975, the 
Electric System and the water plant and system of the Town 
had combined operating revenues of $946,694 and com- 
bined operating expenses of $1,090,158, or a net loss of 
$143,464. It is Louisiana's understanding that approximately 
90% of such revenues and expenses relate to the Electric 
System. The Town presently has outstanding (1) bonds in 
the aggregate principal amount of $2,222,000 which are 
payable from the income and revenues of its waterworks 
and electric system and plants and (2) certificates of indebt- 
edness in the aggregate principal amount of $37,000. 
Louisiana states that it is its understanding thai, for financial 
and other reasons, the Town has been encountering in- 
creasing difficulty in the operation and maintenance of the 
Electric System. 


Pursuant to an invitation of the Town and on the basis of 
subsequent negotiations, Louisiana, under date of May 13, 
1976, submitted to the Town a proposition and offer (‘‘Of- 
fer”) which provides for the operation and possible ultimate 
ownership of the company of the Electric System as set 
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forth in an Operating Agreement. A special election was 
called by the Town and held on July 24, 1976, and resulted 
in a vote by the electorate in favor of the acceptance of the 
company's Offer. 


Under the terms of the Operating Agreement, Louisiana, 
among other things, will be obligated, at its own expense, to 
operate and maintain the entirety of the Electric System 
exclusive of the generating facilities (‘Distribution System”), 
providing for the entirety of the electric power supply re- 
quirements of the Distribution System and its customers. 
The company may but will not be obligated to operate and/ 
or maintain the Electric System's generating facilities or any 
part thereof. Louisiana will make payments to certain paying 
agents of amounts necessary to pay the principal of and 
interest on the Bonds as such principal and interest become 
due. The company is also obligated to pay the Town 2% of 
the revenues from residential and commercial customers 
within the corporate limits of the Town. (This is standard in 
all municipalities wherein the company is franchished.) 


At such time as no Bonds are any longer outstanding, 
Louisiana will have the right and option to purchase and 
acquire from the Town the entirety of the Electric System in 
consideration of (1) the continued obligation of the company 
to make certain payments of $75,000 per year to the Town 
in each of the years 1993 through 2000 and (2) the granting 
by the company to the Town of the right and option to 
require the company to pay to the Town in a single lump 
sum, in lieu of such $75,000 annual payments, the aggre- 
gate amount of all such payments then remaining unpaid, 
discounted on a basis of 10% per annum applied against 
each such payment to the due date thereof. 


Louisiana has been supplying limited amounts of electric 
power to the Town at 13.2 KV through the company’s Oak 
Grove-Lake Providence 34.5 KV line and intends to use that 
line for the furnishing of all electric power to the Town under 
the Operating Agreement. In order to integrate the service 
to the Town into the company's operations, certain improve- 
ments will be necessary at an estimated total cost of 
$148,600. 


The application states that the Town and its electric cus- 
tomers will be provided with a more reliable supply of 
electricity and with improved electric service. It is further 
stated that Louisiana's service to the Town is expected to 
be operated on a profitable basis and that the ultimate 
acquisition by the company of the Electric System on a 
desirable basis is provided for and appears likely. 


It is stated that no State commission and no Federal 
commission, other than this Commission, has jurisdiction 
over the proposed transaction. Fees and expenses to be 
incurred in connection with the proposal are estimated at 
$10,500, including legal fees of $8,500. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 4, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by the filing which he desires to controvert; or 
he may request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Commis- 


sion, Washington, D. C. 20549. A copy of such request 
should be served personally or by mail upon the applicant at 
the above-stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
application, as filed or as it may be amended, may be 
granted as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19678/September 14, 1976 


In the Matter of 


PENNSYLVANIA POWER COMPANY 
New Castie, Pennsylvania 16103 


(70-5884) 


SUPPLEMENTAL ORDER CORRECTING ERRORS IN 
PREVIOUS ORDER 


By Order of September 2, 1976, the Commission granted 
the application and amendments thereto of Pennsylvania 
Power Company in the above-entitled proceeding (HCAR 
No. 19668). The references to “Ohio Edison” appearing in 
the second paragraph of that order are incorrect and are 
hereby amended to read “Pennsylvania”. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19679/September 14, 1976 


in the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
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P. O. Box 1631 
Wilmington, Delaware 19899 


(70-5892) 
SUPPLEMENTAL NOTICE CORRECTING ERROR 


The Commission, on September 1, 1976 (HCAR No. 19666) 
issued a notice pertaining to the proposed establishment of 
an Employee Stock Ownership Plan by Centra! and South 
West Corporation (“CSW”), a registered holding company, 
for its employees and those of its direct and indirect 
subsidiaries, in which the file number for the declaration was 
incorrectly stated as 70-5803. The correct file number is 70- 
5892. 


For the Commission by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19680/September 15, 1976 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 46801 


(70-5858) 


SUPPLEMENTAL ORDER REGARDING ISSUE AND 
SALE OF NOTES TO BANKS 


Indiana & Michigan Electric Company (‘l&M”), an electric 
utility subsidiary company of American Electric Power Com- 
pany, inc., a registered holding company, has filed with this 
Commission a second post-effective amendment to its ap- 
plication in this proceeding pursuant to Section 6(b) of the 
Public Utility Holding Company Act of 1935 (“Act”) and 
Rules 50(a)(2) and 50(a)(5) promulgated thereunder regard- 
ing the following proposed transaction. 


By orders dated June 30, 1976 and August 20, 1976 (HCAR 
Nos. 19598 and 19655), this Commission, among other 
things, authorized the issuance and sale of short-term notes 
by 1&M to 38 banks with lines of credit in an aggregate 
amount of $188,695,000. At the time of said orders, the 
maximum amount of short-term indebtedness which 1l&M 
could incur at any one time could not exceed $150,000,000. 


1&M now proposes to issue and sell such short-term notes 
to the 38 previously named banks which have agreed to 
purchase up to $189,595,000 of such notes. However, the 
total borrowings from all banks will at no time exceed the 
total amount ($150,000,000) authorized for all short-term 
borrowings. The notes are to be issued from time to time 
prior to July 1, 1977, as funds may be required, provided 
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that none of the notes will mature later than December 31, 
1977. Each note payable to a bank to be issued by 1&M will 
mature not more than 270 days after the date of the 
issuance or renewal thereof, will bear interest at an annual 
rate of interest not greater than the prime rate of commercial 
banks in effect at the time of issuance or in effect from time 
to time, and will be prepayable at any time without premium 
or penalty. The authorization sought is to increase the 
respective lines of credit available from the following previ- 
ously named banks: Harter Bank & Trust Company, Canton, 
Ohio (from $500,000 to $1,000,000); Miners & Mechanics 
Saving & Trust Company, Steubenville, Ohio (from 
$265,000 to $365,000); The Peoples State Bank, St. Jo- 
seph, Michigan (from $200,000 to $400,000); and Inter-City 
Bank, Benton Harbor, Michigan (from $500,000 to 
$600,000). No change in the amount of short-term borrow- 
ings previously authorized is requested. 


The proceeds from the issue and sale of the notes will be 
used by 1&M to reimburse its treasury for past expenditures 
made in connection with its construction program and to pay 
part of the cost of its future construction program. Such 
construction expenditures for the years 1976 and 1977 are 
estimated at approximately $140,000,000 and 
$106,000,000, respectively, exclusive of the cost of the 
construction program of |&M’s subsidiary, Indiana & Michi- 
gan Power Company. Estimates of this subsidiary’s con- 
struction expenditures for the years 1976 and 1977 are 
approximately $80,000,000 and $87,000,000, respectively. 


No fees and expenses are expected to be incurred in 
connection with the proposed transaction. No state commis- 
sion and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
application, as amended by said post-effective amendment, 
be granted: 


IT IS ORDERED, pursuant to the applicable standards of 
the Act and rules thereunder, that said application, as 
amended by said post-effective amendment, be, and it 
hereby is, granted forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the Act, 
and subject also to the reservations and limitations previ- 
ously ordered. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
NEW ENGLAND POWER COMPANY 
20 Turnpike Road 

Westborough, Massachusetts 01581 


(70-5897) 


NOTICE OF PROPOSED CAPITAL CONTRIBUTION BY 
HOLDING COMPANY TO SUBSIDIARY 


NOTICE IS HEREBY GIVEN that New England Electric 
System (“NEES”), a registered holding company and New 
England Power Company (“NEP”), an electric utility subsidi- 
ary of NEES, have filed an application-decilaration and an 
amendment thereto, with this Commission, pursuant to the 
Public Utility Holding Company Act of 1935 (‘Act’), desig- 
nating sections 9(a), 10 and 12(b) of the Act and Rules 
42(a), 42(b)(2) and 45 promulgated thereunder, as applica- 
ble to the proposed transaction. All interested persons are 
referred to the application-declaration, which is summarized 
below, for a complete statement of the proposed transac- 
tion. 


NEES proposes to make a capital contribution to NEP in an 
amount up to $20,000,000. NEP will apply the funds re- 
ceived from said capital contribution toward the payment of 
a like amount of its short-term promissory notes issued to 
pay for capitalizable expenditures or to reimburse its treas- 
ury therefor. NEP presently has $34,000,000 of short-term 
promissory notes outstanding and expects that such notes 
will aggregate approximately $40,000,000 at the time of the 
proposed capital contribution. 


It is stated that there are no fees or commissions to be paid 
in connection with the proposed transactions except that 
New England Power Service Company, an affiliated service 
company, will render incidental services to the transaction at 
an aggregate actual cost of not more $500. It is stated that 
no State or Federal Commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 12, 1976, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, and reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington D. C. 20549. A copy of 
such request should be served personally or by mail upon 
the applicants-declarants at the above-stated address and 
proof of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any time 
after said date, the application-declaration, as amended or 
as it may be further amended, may be granted and permit- 
ted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, includ- 


ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19682/September 15, 1976 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
P.O. Box 2333 
Boston, Massachusetts 02107 


BLACKSTONE VALLEY ELECTRIC COMPANY 
P.O. Box 1111 
Lincoln, Rhode Island 02865 


BROCKTON EDISON COMPANY 
36 Main Street 
Brockton, Massachusetts 02403 


FALL RIVER ELECTRIC LIGHT COMPANY 
85 North Main Street 
Fall River, Massachusetts 02722 


MONTAUP ELECTRIC COMPANY 
P.O. Box 391 
Fall River, Massachusetts 02722 


(70-5388) 


NOTICE OF PROPOSED SALE OF SUBSIDIARY'S SECU- 
RITIES FROM ONE SUBSIDIARY TO A SECOND SUB- 
SIDIARY AND PROPOSED ASSUMPTION OF BANK 
LOAN AND FIRST MORTGAGE BOND OBLIGATIONS IN 
CONNECTION THEREWITH; REQUEST FOR EXCEP- 
TION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Eastern Utilities Associates 
(EUA”), a registered holding company, and its electric utility 
subsidiary companies, Blackstone Valley Electric Company 
(“Blackstone”), Brockton Edison Company (“Brockton”), Fall 
River Electric Light Company (‘Fall River”) and Montaup 
Electric Company (‘“Montaup”), have filed a post-effective 
amendment to their application-declaration, as previously 
filed and amended in this proceeding with this Commission 


* designating Sections 6(b), 9(a), and 10 of the Act and Rule 


50 promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the 
application-deciaration, as further amended by said post- 
effective amendment, which is summarized_below, for a 
complete statement of the proposed transactions. 


EUA has proposed a series of transactions designed to effect 
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the transfer of Blackstone's proportionate ownership in the 
securities of Montaup, the EUA system generating company, 
to Brockton, with the result that Brockton will thereafter own 
87.87% of Montaup. Fall River, EUS’s other electric utility 
subsidiary, will own 12.13% of Montaup’s securities under 
the proposed arrangement. 


As a preliminary step in the proposed transfer of Blackstone’s 
Montaup securities, Blackstone was authorized to enter into 
an agreement with Citibank, N. A. (“Citibank Agreement”). 
Under the Citibank Agreement, Blackstone has borrowed 
$15,000,000 from Citibank, issuing its note to Citibank in that 
principal amount, bearing interest at 115% of the base rate in 
effect at Citibank from time to time and secured by a lien on 
Biackstone’s Montaup securities. Assuming a base rate of 
7%, the effective cost of the borrowing would be 8.05%. The 
note to Citibank originally had a maturity of October 16, 1975, 
but it has been extended to mature on October 15, 1976 
(HCAR No. 18606, October 16, 1974 and HCAR No. 19208, 
October 10, 1975). Terms of the loan from Citibank include 
provisions that it may be assumed by Brockton, Blackstone 
used the proceeds of the loan to reduce open account ad- 
vances from EUA. 


It is now proposed that the final step in the transfer of the 
Montaup securities be effected. Brockton proposes to pur- 
chase Blackstone’s Montaup securities (subject to the lien 
under the Citibank Agreement) for cash in an amount equal 
to Blackstone’s equity as of the calendar month next preced- 
ing such purchase in (a) the unappropriated retained corpo- 
rate earnings of Montaup ($1,746,828 as of June 30, 1976) 
and (b) Montaup’s equity in the undistributed unappropriated 
earnings of certain electric generating companies in which 
Montaup owns stock ($202,041 as of June 30, 1976). (These 
figures are based on Blackstone’s current 21.08% equity 
ownership of Montaup). The purchase price to be paid by 
Brockton will be reduced by (i) the principal amount of 
Blackstone’s obligations under the Citibank Agreement and 
the related note, which Brockton will assume ($15,000,000) 
and (ii) the principal amount of Blackstone’s outstanding First 
Mortgage and Collateral Trust Bonds ($9,196,000) 
(“Blackstone Bonds”), as to which Brockton will assume the 
obligations of Blackstone as to the payment of principal and 
interest. Upon Brockton’s assumption of the obligations 
under the Citibank Agreement, the maturity of the related 
note will be extended to October 21, 1979 and Brockton will 
reimburse Blackstone in cash the amount of the commitment 
fee which was paid by Blackstone in connection with the 
Citibank Agreement ($97.083). Brockton will also reimburse 
Blackstone for unamortized debt expense less premium 
applicable to the Blackstone Bonds. Brockton will maintain, 
while the note to Citibank remains outstanding, a $100,000 
balance in an account with Citibank. 


Applicants-declarants request an exception from the com- 
petitive bidding requirements of Rule 50 under the Act in 
connection with the assumption by Brockton of Blackstone’s 


obligations with respect to the Blackstone Bonds pursuant 
to Rule 50(a)(5). 


The Department of Public Utilities of the Commonwealth of 
Massachusetts has approved the proposed acquisition by 
Brockton of Blackstone’s Montaup securities and the pro- 
posed assumption by Brockton of obligations of Blackstone 
in connection with that acquisition. It is stated that no other 
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state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. Fees and expenses to be incurred in connection 
with the proposed transactions are to be supplied by 
amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 12, 1976, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application-declaration, as further 
amended by said post-effective amendment, which he de- 
sires to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail upon 
the applicants-deciarants at the above-stated addresses, 
and proof of service (by affidavit or, in case of an attorney at 
iaw, by certificate) should be filed with the request. At any 
time after said date, the application-declaration, as further 
amended by said post-effective amendment, or as it may be 
further amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exception from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19683/September 15, 1976 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


(70-5888) 


ORDER AUTHORIZING ISSUANCE AND SALE OF COM- 
MON STOCK BY SUBSIDIARY COMPANY TO HOLDING 
COMPANY 


Middle South Utilities, Inc. (“Middle South”), a registered 
holding company, and Arkansas Power & Light Company 
(“Arkansas”), a public-utility subsidiary company of Middle 
South, have filed an application and an amendment thereto 
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with this Commission pursuant to Sections 6(b), 9(a), and 
10 of the Public Utility Holding Company Act of 1935 (“Act”) 
regarding the following proposed transaction. 


Arkansas proposes to issue and sell to Middle South (the 
holder of all of the issued and outstanding shares of 
Arkansas’ common stock, $12.50 par value per share), and 
Middle South proposes to acquire, 1,200,000 additional 
shares of Arkansas’ common stock for an aggregate pur- 
chase price of $15,000,000 in cash. Upon completion of the 
foregoing transaction, Arkansas will have issued and out- 
standing 28,236,773 shares of common stock, which will be 
stated in its capital common stock account at an aggregate 
of $352,960,000. Arkansas proposes to use the net pro- 
ceeds from the sale of the additional common stock to 
reduce its short-term indebtedness which will have been 
incurred to finance its construction program. Arkansas’ 


construction program is estimated at $195,700,000 for 
1976. 


The Arkansas Public Service Commission and the Tennes- 
see Public Service Commission have authorized the issu- 
ance and sale of the common stock by Arkansas. No other 
State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
action. 


Due notice of the filing of said application has been given in 
the manner prescribed in Rule 23 promulgated under tiie 
Act (HCAR No. 19646), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application, as amended, 
be granted: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted, effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19684/September 16, 1976 


in the Matter of 


NEW ENGLAND POWER COMPANY 
NEW ENGLAND ELECTRIC SYSTEM 
20 Turnpike Road 

Westborough, Massachusetts 01581 


(70-5896) 
NOTICE OF PROPOSED SALE. OF UTILITY ASSETS 


NOTICE IS HEREBY GIVEN that New England Electric 
System (“NEES”), a registered holding company, and New 
England Power Company (“NEPCO”), one of NEES’s elec- 
tric utility subsidiaries, have filed a declaration, and amend- 
ments thereto, with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”) designating 
Section 12(d) of the Act and Rule 44 promulgated thereun- 
der as applicable to the proposed transaction. All interested 
persons are referred to the declaration, as amended, which 
is summarized below, for a complete statement of the 
proposed transaction. 


NEPCO proposes to sell to Fitchburg Gas and Electric Light 
Company (“FG&E”), a company not affiliated with NEPCO 
or NEES, certain electric facilities located in Fitchburg, 
Massachusetts. The facilities include two substations, 69 kv 
lines, 13.8 kv lines and related equipment. Prior to 1972, 
NEPCO utilized the facilities to provide primary wholesale 
electric service to FG&E. This service was discontinued in 
1972, and since then the facilities have been used for the 
transmission to FG&E under contract of an entitlement of 
power from Boston Edison Company and to serve six 
NEPCO industrial customers. In view of such limited use by 
NEPCO and a desire by FG&E to incorporate the facilities 
as part of its system, NEPCO and FG&E have entered into 
an agreement for the sale of the facilities to FG&E. 


The agreement has been executed, subject to necessary 
stockholder and regulatory approvals, under which NEPCO 
will transfer to FG&E the facilities and associated property 
and rights-of-way. FG&E has agreed to purchase the facili- 
ties for a price equal to net book value (defined as original 
cost, about $1,730,000, less depreciation accrued to the 
date of transfer) plus $69,000 covering the use of the 
facilities by FG&E prior to such date. On December 31, 
1975, the facilities had a net book value of approximately 
$1,240,000. Under the agreement, FG&E will assume re- 
sponsibility for serving the six industrial customers presenily 
served by NEPCO. The agreement also provides, among 
other things, that the parties will contract for the sale by 
NEPCO to FG&E of capacity and energy in an amount 
sufficient to provide service to the industrial customers. 


It is stated that under Massachusetts law the purchase and 
sale of the facilities requires the approval by holders of two- 
thirds in interest in the stock of NEPCO and PG&E. NEES, 
as sole common stockholder of NEPCO, has voted in favor 
of the proposal. FG&E, at a meeting of its stockholders, 
obtained the necessary approval. 


It is stated that the facilities are not an essential part of the 
transmission and distribution system of NEPCO and that the 
proceeds to be realized from the proposed sale will be 
reinvested by NEPCO in more essential facilities. NEPCO 
also expects to realize savings of approximately $200,000 
per year attributable to increased transmission efficiency. 


It is stated that the Massachusetts Department of Public 
Utilities and no other state or federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
action. Fees and expenses to be incurred in connection with 
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the proposed transaction will be supplied by amendment. 


NOTICE iS FURTHER GIVEN that and interested person 
may, not later than October 6, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by the declaration, as amended,. which he 
desires to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail upon 
the declarants at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time after 
said date, the declaration, as amended, or as it may be 
further amended, may be granted as provided in Rule 23 of 
the General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 442/September 13, 1976 


The Securities and Exchange Commission has issued an 
order under the Trust Indenture Act (“Act”) on application of 
Public Service Electric and Gas Company, exempting its 
First and Refunding Mortgage Bonds, % Series G, 
due September 1, 2006, from the provisions of Section 316 
(a)(1) of the Act. 





TRUST INDENTURE ACT OF 1939 
Release No. 443/September 13, 1976 


The Securities and Exchange Commission has issued a 
notice giving interested persons until October 8, 1976 to 
request a hearing on an application by Armco Steel Corpo- 
ration, pursuant to Section 310(b)(1)(ii) of the Trust Inden- 
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ture Act of 1939 declaring that the trusteeship of Chase 
Manhattan Bank of New York under the indenture to Regis- 
tration Statement Number 2-26799 (22-4568) of the Com- 
pany is not so likely to involve a material conflict of interest 
as to make it necessary to disqualify Chase Manhattan 
Bank of New York from acting as trustee. 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9424 A/September 10, 1976 


In the Matter of 


STATE STREET EXCHANGE FUND 
(A LIMITED PARTNERSHIP) 

225 Franklin Street 

Boston, Massachusetts 02110 


(812-3956) 
ERRATA: 


This is to correct an error made in Release No. 9424, issued 
September 1, 1976, In the Matter of State Street Exchange 
Fund (A Limited Partnership). Said release erroneously 
indicated that the file number for this matter was 811-2615. 
The correct file number is 812-3956. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9434/September 10, 1976 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12786/September 10, 1976 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9435/September 10, 1976 
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SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12787/September 10, 1976 
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Release No. 9436/September 14, 1976 
In the Matter of 
FEDERATED EXCHANGE FUND 


(A California Limited Partnership) 
: 421 Seventh Avenue 


( Pittsburgh, Pennsylvania 15219 


(812-3987) 


REVISION OF NOTICE OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTIONS FROM 
SECTIONS 2(a)(19), 2(a)(3), and 22(e) OF THE ACT. 


On August 31, 1976, there was issued a notice (Investment 
Company Act Release No. 9422) of an application filed on 





July 15, 1976, by Federated Exchange Fund (‘‘Applicant”’ or 
“Fund”), a California limited partnership, requesting exemp- 
tions from certain provisions of Sections 2(a)(19), 2(a)(3), 
and 22(e) of the Investment Company Act of 1940 (the 
“Act’). 


NOTICE IS HEREBY GIVEN that the following material 
should be stricken from said notice: 


The Fund states that it has submitted to the Internal 


j Revenue Service a request for a ruling under the 


Internal Revenue Code of 1954, as amended (the 
“Code’’), that for federal income tax purposes no gain 
or loss will be recognized by any investor on the 
contribution of securities in exchange for Shares of 
the Fund, and that the Fund will be treated as a 
partnership and not as an association taxable as a 
corporation. If these rulings are issued, they are 
expected to be based on the fact that the Fund is 
established as a partnership and lacks the corporate 
characteristics of limited liability and continuity of life. 


In its Registration Statement on Form S-5, which is 
incorporated by reference in the application, the Fund 
states that the exchange will not be consummated 
unless the Fund receives a ruling from the Internal 
Revenue Service that such exchanges will be tax free. 





In its place the following language should be inserted: 


The Fund states that it has submitted to the Internal 
Revenue Service a request for a ruling under the 
Internal Revenue Code of 1954, as amended (the 
“Code"), that for federal income tax purposes the 
Fund will be treated as a partnership and not as an 
association taxable as a corporation. If this ruling is 
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issued, Applicant expects it to be based on the fact 
that the Fund is established as a partnership and 
lacks the corporate characteristics of limited liability 
and continuity of life. 


In its Registration Statement on Form S-5, which is 
incorporated by reference in the application, the Fund 
states that the exchange will not be consummated 
unless it receives the ruling from the Internal Revenue 
Service that it will be classified as a partnership for 
federal income tax purposes and unless certain pro- 
posed legislation, described below, which Fund's tax 
counsel has advised would permit the exchanges to 
be tax free, is enacted in such form as to permit the 
Fund's tax counsel to advise that the exchange will be 
tax free. 


NOTICE IS FURTHER GIVEN that, the notice period during 
which any interested person may submit to the Commission 
a request for a hearing on this matter, in accordance with 
the procedures set forth in Investment Company Act Re- 
lease No. 9422, is hereby extended until October 8, 1976 at 
5:30 p.m. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9437/September 14, 1976 


In the Matter of 


NUVEEN TAX-EXEMPT BOND FUND—MEDIUM TERM 
(SERIES 1 AND SUBSEQUENT SERIES 


and 


JOHN NUVEEN & CO. INCORPORATED 
209 South LaSalle Street 
Chicago, Illinois 60604 


(812-4009) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 14(a) OF THE ACT AND RULE 19b-1 THERE- 
UNDER. 


On August 20, 1976, a notice was issued (Investment 
Company Act Release No. 9407) of an application filed on 
August 16, 1976, by Nuveen Tax-Exempt Bond Fund- 
Medium Term (Series 1 and Subsequent Series) (the 
“Fund"), a unit investment trust registered under the Invest- 
ment Company Act of 1940 (‘Act’), and its sponsor, John 
Nuveen & Co., Incorporated (‘Sponsor’) (hereinafter the 
Fund and the Sponsor are collectively referred to as the 
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“Applicants”), pursuant to Section 6(c) of the Act for an 
order of the Commission exempting Applicants from the 
provisions of Section 14(a) ofthe Act, and exempting the 
frequency of capital gains distributions of the Fund from the 
provisions of Rule 19b-1 under the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing, and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the requested exemptions is appropriate in the 
public interest and consistent with the protection of investors 


and the purposes fairly intended by the policy and provi- 


sions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Section 
14(a) of the Act and Rule 19b-1 under the Act, to the extent 
requested, be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9438/September 14, 1976 


In the Matter of 


CHESTNUT STREET EXCHANGE FUND 
(A California Limited Partnership) 

9601 Wilshire Boulevard 

Beverly Hills, California 90210 


and 


THE SANDRIDGE CORPORATION 

% Drinker, Biddle & Reath 

1100 Philadelphia National Bank Building 
Broad and Chestnut Streets 
Philadelphia, Pennsylvania 19107 


(812-3967) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTION FROM 
SECTIONS 2(a)(3), 2(a)(19), 18(f), and 22(e) OF THE ACT 
AND PURSUANT TO SECTION 17(b) OF THE ACT FOR 
EXEMPTION FROM SECTION 17(a). 


NOTICE IS HEREBY GIVEN that Chestnut Street Exchange 
Fund, a California limited partnership (“Fund”), which is 
registered under the Investment Company Act of 1940 
(“Act”) as an open-end, diversified management company, 
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has filed an application on June 28, 1976, and amendments 
thereto on August 5, 1976 and September 2, 1976, pursuant 
to Section 6(c) of the Act for an order of exemption from 
certain provisions of Sections 2(a)(3), 2(a)(19), 18(f), and 
22(e) of the Act so that it may operate as a registered 
investment company while organized as a limited partner- 


- ship. Furthermore, the Fund and The Sandridge Corporation 


(“Sandridge”), a Delaware corporation which is the non- 
managing general partner of Fund (hereinafter collectively 
referred to as “Applicants’”), request an order pursuant to 
Section 17(b) of the Act for an exemption from Section 17(a) 
so that Sandridge may contribute securities to the Fund in 
exchange for securities issued by the Fund. All interested 
persons are referred to the application on file with the 
Commission for a statement of Applicants’ representations, 
which are summarized below. 


Applicants state that on March 25, 1976, the Fund filed its 
Certificate and Agreement of Limited Partnership (‘Certifi- 
cate”) under the Uniform Limited Partnership Act of Califor- 
nia (“California Act”) and that on August 16, 1976 it filed a 
Restated Certificate thereunder. Applicants state that prior 
to the initial public offering of its Units of Limited Partnership 
Interest (“Shares”), the Fund will file a further restated or 
amended Certificate in California, which Applicants do not 
expect to materially affect the substance of the matters 
discussed herein. 


Applicants further state that the Fund is registered under the 
Act as an open-end, diversified, management investment 
company and has filed a Registration Statement on Form S- 
5 pursuant to the Securities Act of 1933 to register its 
Shares for public sale. Applicants represent that the Fund 
does not intend to continuously offer its Shares but may 
issue additional Shares pursuant to a dividend reinvestment 
plan. 


Applicants state that the Fund intends to provide an invest- 
ment medium for persons who have substantial holdings of 
appreciated equity securities that are acceptable to the 
Fund and who wish to exchange such securities for Shares; 
and that the Fund has submitted to the Internal Revenue 
Service (“IRS”) a request for a ruling that, for federal 
income tax purposes, the Fund will be treated as a partner- 
ship and not as an association taxable as a corporation, and 
that no gain or loss will be recognized by an investor upon 
the exchange of securities for Shares. Applicants state that 
the ruling with respect to partnership classification is ex- 
pected to be based on the fact that the Fund is organized as 
a partnership and lacks the corporate characteristics of 
limited liability and continuity of life. They further state that 
although the Fund had anticipated receiving a ruling that the 
proposed exchange would be tax-free, the IRS has deter- 
mined not to issue such rulings in view of legislation referred 
to below which has been introduced in Congress. Applicants 
represent that the Fund will not consummate any exchange 
without (i) a ruling from the IRS that the Fund will be 
classified as a partnership for Federal income tax purposes, 
and (ii) an opinion from its counsel to the effect that 
investors will not realize federal capital gains tax by reason 
of the exchange. 


Applicants note that Section 721 of the Internal Revenue 
Code of 1954 (“Code”) presently provides that no gain or 
loss shall be recognized to a partnership or to any of its 
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partners in exchange for a partnership interest; and that 
H.R. 11920, if enacted in law, would make Section 721 
inapplicable to the Fund, except, that the Senate has 
approved an amendment to the “Tax Reform Bill of 1976” 
(“H.R. 10612”) which would allow certain tax-free ex- 
changes, including that proposed by the Fund, for a limited 
period. Applicants state that the Fund wishes to be in a 
position to sell its Shares to the public in the event that H.R. 
10612 is enacted as amended by the Senate, and therefore 
request that the Commission act favorably on this applica- 
tion after notice thereof to interested persons. 


Applicants represent that as a limited partnership, the Fund 
will have two classes of partners: general partners, which 
will include managing general partners and non-managing 
general partners, and limited partners (collectively “part- 
ners”). They further represent that the entire interest of the 
partners will be represented by Shares, which are all 
redeemable, have equal participation in the Fund’s profits 
and losses, and have one vote per Share on all matters to 
be voted upon by partners (except that, as described below, 
Sandridge may not vote its shares and is excluded from 
participation in the Fund’s management). Applicants further 
represent that because the Fund's initial portfolio may have 
a low tax basis, the Fund intends to distribute portfolio 
securities in kind upon redemption of Shares, but reserves 
the right in its discretion to pay part or all of the redemption 
proceeds in cash. 


Applicants expect the public offering of Shares to com- 
mence upon effectiveness of the Fund’s Registration State- 
ment and to end on the 60th day following enactment of 
H.R. 10612, or during such other period as the Fund may 
determine. Applicants state that, except regarding the 
Fund's individual managing partners, the minimum deposit 
accepted will be securities and cash having a market value 
of at least $25,000 (before deduction of subscription fees) at 
the close of business on the date of deposit and that the 
exchange will not be consummated unless the value of all 
securities and cash accepted by the Fund is at least 
$25,000,000. 


Applicants further state that at the present time, the Fund 
has five individuals acting as managing general partners 
and one corporation, Sandridge, acting as a non-managing 
general partner. Applicants represent that one of the individ- 
ual general partners is a registered broker or dealer or an 
affiliated person thereof and hence, an interested person of 
the Fund under Section 2(a)(19)(A)(v) of the Act; but that 
none of the other general partners are interested persons of 
the Fund except by reason of their status as partners of the 
Fund and co-partners of the individual general partner who 
may be a registered broker or dealer. Applicants state that 
pursuant to the Certificate, the Fund will be managed solely 
by the managing general partners and that any general 
partner which is a corporation, association, partnership, joint 
venture or trust will be a non-managing general partner and 
will take no part in the management, conduct or operation of 
its business. 


Applicants state that the Fund’s non-managing general 
partner is not an affiliate of its proposed Investment Man- 
ager, Provident National Bank (‘Provident’). Applicants 
further state that due to legal constraints imposed on 
Provident's activities by the national banking laws, Provident 


cannot act, either directly or indirectly, as the non-managing 
general partner nor may it be affiliated with such partner. 
The impact of the national banking laws on Provident’'s 
ability to act as investment adviser to the Fund is described 
in the Fund's Registration Statement. 


Applicants further state that the managing general partners 
will perform the same functions as directors of incorporated 
investment companies; each managing general partner will 
have one vote; the managing general partner may appoint 
agents to perform duties on behalf of the Fund; that each 
general partner, including the non-managing general part- 
ner, will be elected annually by its partners; and that the 
non-managing general partner will not have the right to vote 
its Shares. 


Applicants state that under current IRS rulings policy, the 
IRS would not issue a ruling with respect to Fund's classifi- 
cation as a partnership unless the general partners of Fund 
maintain, in the aggregate, an interest of at least 1% in each 
material item of partnership income, gain, loss, deduction, 
and credit. In order to meet this condition, Applicants 
represent that at the time of the exchange the non-manag- 
ing general partner intends to contribute to the Fund not 
less than 1% of the total capital contributions of the part- 
ners. To ensure continued satisfaction of the 1% require- 
ment, Applicants represent that the non-managing general 
partner agrees with the Fund that at all times while serving 
as non-managing general partner of the Fund, and unless 
and until its successor is chosen and two years’ prior notice 
has been given to the Fund, it (i) will own not less than 1% 
of the Fund’s outstanding Shares, (ii) will continue to stand 
for re-election as the non-managing general partner, and (iii) 
will not voluntarily withdraw as the non-managing general 
partner. They further represent that the non-managing gen- 
eral partner has also agreed that, so long as it continues to 
act as such, it will not redeem or assign its Shares or accept 
distributions in cash property if as a result thereof its interest 
in the Fund’s Shares would fall below 1% of the Shares 
outstanding. 


Applicants represent that prior to the public offering of 
Shares, its general partners will have in the aggregate a 
tangible net worth in excess of $2.5 million (excluding any 
interest in the Fund) and that the Fund undertakes at all 
times to have general partners with an aggregate tangible 
net worth of not less than this amount. Applicants further 
represent that the Certificate will provide that if the number 
of managing general partners should fall below three the 
remaining managing general partners will within 120 days 
call a meeting of partners so as to restore the number of 
managing general partners to at least three, and that in the 
event there are no remaining managing general partners, 
the Certificate will authorize the non-managing general 
partner to call within 120 days of such event a meeting of 
partners for such purpose. 


Applicants state that the Fund undertakes to be named as 
an insured under a broker's indemnity bond in the aggre- 
gate amount of $10,000,000 (including coverage for trading 
losses), and under an errors and omissions insurance policy 
of $5,000,000 (with a $50,000 deductible for any one. claim); 
and that the Fund will not voluntarily cancel such insurance. 


Applicants state that a limited partner will not be entitled to 
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take part in the control of the Fund's business, but each 
Share will carry one vote on all matters to be voted upon by 
partners. Applicants further state that the Certificate pro- 
vides that a limited partner may assign the whole or any 
portion of his limited partnership interest in the Fund pro- 
vided the assignee agrees to become a limited partner and 
the managing general partners consent to such assignment 
and substitution, and the assignee executes the necessary 
documents to become a limited partner; and that the Fund 
undertakes to process amendments to the Certificate daily 
to effect the admission or deletion of its partners. 


Applicants point out that after receiving the return of any 
part of his contribution, a limited partner will be liable under 
certain circumstances to the Fund, to the extent required by 
the California Act, in connection with certain of the Fund’s 
liabilities, but not in excess of the amount of such returned 
contributions plus interest thereon. Applicants state that the 
Certificate will be amended to provide that the Fund, (a) to 
the extent of its net assets, will reimburse a limited partner 
for any amounts which are paid by, or recovered from, a 
limited partner in discharge of a Fund liability; and, (b) to the 
extent the Fund’s net assets are insufficient to so reimburse 
the limited partner, the Fund will use its best efforts to obtain 
a proportionate share of the amount of the insufficiency from 
the other limited partners or former limited partners of the 
Fund who also received returns of contributions. 


Applicants submit that each Share will carry with it all the 
voting, approval, consent or similar rights required by the 
Act, and that the exercise of these voting rights by limited 
partners, while permissible in the opinion of California 
counsel under the California Act, possibly could be found in 
jurisdictions other than California to constitute taking part in 
the control of the Fund’s business so as to subject the 
limited partners to unlimited personal liability for obligations 
of the Fund to the extent such obligations cannot be 
satisfied by the Fund’s insurance, its assets and the assets 
of the general partners. Applicants further submit that in the 
event that, as a result of the existence of the voting rights 
referred to above, a limited partner were found to be liable 
as a general partner by a court of a state other than 
California which applies a Uniform Limited Partnership Act 
other than that of California, the Certificate would provide a 
basis upon which such limited partner would have recourse 
against the general partners to the extent that the limited 
partner satisfied liabilities to creditors of the Fund in 
amounts in excess of his required capital contribution (plus 
interest). 


Applicants state that prior to the public sale of Shares the 
Fund will receive an opinion of its counsel to the effect that 
(a) the Fund has been legally formed and organized and is 
validly existing as a limited partnership under the California 
Act; (b) the allocation of functions as described in the 
Fund’s Certificate, as amended, between the managing 
general partners and the non-managing general partner is 
permissible under the California Act; (c) the existence and 
exercise by the limited partners of the voting rights provided 
for in the Certificate will not, based solely on the laws of 
California, subject the limited partners to liability as general 
partners under the California Act; and (d) in the event the 
limited partners are held liable as general partners for the 
obligations of the Fund, such limited partners will, under the 
Certificate, have recourse against the Fund and its manag- 
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ing general partners. 


Section 6(c) of the Act provides in part that the Commission, 
by order upon application, may conditionally or uncondition- 
ally exempt any person or transaction from any provision or 
provisions of the Act if and to the extent that such exemp- 
tion is necessary or appropriate in the public interest and 
consistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


Section 2(a)(3) 


Section 2(a)(3) of the Act provides in part that an “affiliated 
person” of another person means any partner or co-partner 
of such person. Section 2(a)(28) states that “person” means 
a natural person or a company. 


Section 17(a) of the Act provides in part that, except for 
certain transactions herein not applicable, it is unlawful for 
any affiliated person of an investment company or any 
affiliate of such a person to knowingly purchase from.such 
company any security or other property. 


Applicants believe that unless its limited partners are ex- 
empted from the provisions of Section 2(a)(3) of the Act to 
the extent that the Fund's limited partners would be deemed 
“affiliated persons” of Applicant or its general partners 
solely by reason of being limited partners, a distribution in 
kind by the Fund to its limited partners creates the possibil- 
ity of violation of Section 17(a) of the Act. 


Applicants therefore request an order exempting from the 
definition of “affiliated person” under Section 2(a)(3) any 
person who would be deemed to be an affiliated person 
solely because he was a limited partner of the Fund. 


Section 2(a)(19) 


Section 2(a)(19) of the Act provides in part that an “inter- 
ested person” of another person, when used with respect to 
an investement company, means (1) any affiliated person of 
such company, (2) any interested person of any investment 
adviser for such company, which means, in part, any 
affiliated person of such investment adviser, and (3) any 
broker or dealer registered under the Securities Exchange 
Act of 1934 or any affiliated person of such a broker or 
dealer. Section 2(a)(3) provides in part that “affiliated per- 
son” of another person means any partner or co-partner of 
such person. 


Section 10(a) of the Act states that no registered investment 
company shall have a board of directors more than 60 
percentum of the members of which are persons who are 
interested persons of such registered company; and Section 
2(a)(12) in part defines “director” to include any director of a 
corporation or any person performing similar functions with 
respect to any organization, whether incorporated or unin- 
corporated. 


Applicants state that because one of the individual general 
partners is a registered broker or dealer, or an affiliated 
person thereof, and hence an interested person of the Fund 
under Section 2(a)(19) of the Act, absent the exemption 
requested under Section 2(a)(19), the Fund will be unable to 
comply with Section 10(a) because all of its other general 





partners will also be interested persons of the Fund solely 
by reason of their status as partners of the Fund and co- 
partners of the individual who is a registered broker or 
dealer. 


Applicants further submit that the relationship of the manag- 
ing general partners to the Fund is essentially identical to 
the relationship of directors to a corporate investment com- 
pany and that to resolve this conflict and assure compliance 
with the provisions of Section 10(a) of the Act, it requests an 
order exempting it and its general partners from the provi- 
sions of Section 2(a)(19) of the Act to the extent that this 
provision would make the general partners interested per- 
sons of any other person solely because they are general 
partners of the Fund or co-partners of general partners who 
are otherwise interested persons of the Fund. 


Section 18(f 


Section 18(f)(1) of the Act provides that, except for transac- 
tions herein not applicable, it is unlawful for any open-end 
investment company to issue any class of senior security or 
to sell any senior security of which it is the issuer. Section 
18(g) defines “senior security” to mean any stock of a class 
having priority over any other class as to distribution of 
assets or payment of dividends. 


Applicants submit that the Certificate will provide that, to the 
extent permitted by the California Act, distributions in liqui- 
dation will be paid pro rata among limited partners and 
general partners in proportion to the number of Shares held 
by them at the record date for the distribution, but that 
Section 15523 of the California Act provides that limited 
partners are entitled to priority over general partners with 
respect to distributions in liquidation. Applicants further 
submit that in the event assets are less than the capital 
contributed and under the California Act limited partners are 
found to be entitled to receive more than a pro rata share, 
holders of Shares as limited partners would be preferred 
over holders of Shares as general partners. Applicants 
represent that to the extent that Shares held by limited 
partners may be deemed to be senior securities because 
the California Act creates a priority in liquidation, such 
priority would run in favor of its limited partners. 


Applicants request an order of exemption, from the provi- 
sions of Section 18(f) to the extent necessary to permit the 
Fund to issue Shares to limited partners which may, under 
the California Act, have priority over Shares held by general 
partners in distributions after dissolution. 


Section 22(e) 


Section 22(e) of the Act provides in part that no registered 
investment company shall suspend the right of redemption 
or postpone the date of payment or satisfaction upon 
redemption of any redeemable security in accordance with 
its terms for more than seven days after the tender of such 
security to the company or its agent designated for that 
purpose for redemption. 


Section 47(b) of the Act provides in part that every contract 
the performance of which involves the violation of, or the 
continuance of any relationship or practice in violation of, 
any provision of the Act or any rule, regulation, or order 


thereunder shall be void. 


As noted above, Applicants assert that the non-managing 
general partner of the Fund intends to acquire and has 
agreed to continue to own not less than 1% of the outstand- 
ing Shares, and has agreed not to redeem or assign any of 
its Shares if by doing so its ownership of Shares would be 
reduced to less than 1% of the outstanding Shares. Appli- 
cants submit that this commitment is similar to the invest- 
ment representations made by original subscribers to 
shares of investment company organized as a corporation. 
Applicants further submit that the commitment of the non- 
managing general partner would not adversely affect, but 
rather would benefit, public investors in the Fund, and they 
therefore request an exemption from Section 22(e) of the 
Act, to permit enforcement of the commitment in the event 
of its breach. 


Applicants submit that the requested exemptions, which are 
summarized above, are necessary and appropriate in the 
public interest and consistent with the protection of investors 
and the purposes of the Act. 


Section 17(b) 


Section 17(a) of the Act in pertinent part prohibits an 
affiliated person of a registered investment company, acting 
as principal, from selling to such registered company any 
securities or other property. Section 17(b) of the Act pro- 
vides that the Commission, upon application, may exempt a 
proposed transaction from the provisions of Section 17(a) if 
the evidence establishes that the terms of the proposed 
transaction, including the consideration to be paid or re- 
ceived, are reasonable and fair and do not involve over- 
reaching and that the proposed transaction is consistent 
with the policy of such investment company and the general 
purposes of the Act. 


As defined by Section 2(a)(3) of the Act, Sandridge, as non- 
managing general partner of the Fund, is an affiliated 
person of the Fund. Absent an exemption pursuant to 
Section 17(b) of the Act, Sandridge would be unable to 
contribute securities to the Fund to provide the 1% invest- 
ment requirement that Applicants expect to be a condition to 
the grant of the IRS ruling. 


Applicants state that Sandridge intends to satisfy the 1% 
investment requirement by exchanging shares of common 
stock of Johnson & Johnson, which stock is listed on the 
New York Stock Exchange, for Shares of the Fund. 


Applicants state that the shares of Johnson & Johnson 
common stock proposed to be exchanged by Sandridge 
(“Sandridge Securities”) are “restricted” securities, i-.e., 
subject to legal restrictions on resale. 


Applicants further state that the managing general partners 
have determined in conjunction with Provident, the Fund’s 
proposed investment adviser, and the Provident officers 
responsible to the Fund under the proposed Advisory 
Agreement, to apply a 29% discount to the market value of 
Sandridge’s Securities at the date of the proposed ex- 
change. Applicants represent that none of such partners 
have any affiliation with Sandridge other than that arising 
out of their respective relationships in connection with the 
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formation and operations of the Fund. 


Applicants further represent that Sandridge, its parent cor- 
poration and its beneficial owners have informed the Fund 
that from time to time they or members of the family of such 
beneficial owners, have had, in the ordinary course of their 
respective businesses, business relationships with the 
Commercial Department of the Provident; that certain of the 
beneficial owners have recently retained Provident's Trust 
Department to act as their adviser with respect to a rela- 
tively small portion of their respective assets; and that 
Provident is so acting in a limited capacity with respect to 
specific investment vehicles. Applicants assert that both 
Provident and Sandridge have represented to the Fund that 
(a) the family members had not considered establishing 
such a relationship until a date which was subsequent to the 
time the discount had been established; (b) the possible 
relationship had not been discussed by them with Provident 
at any time prior to the time the “discount” decision was 
made; and (c) that the possible existence of such relation- 
ship was not a factor impacting on the valuation decision. 


Applicants further state that Provident has represented to 
the Fund that, based on its internal operating policies, its 
Trust Department does not have access to information 
within its Commercial Department (and vice versa); that the 
officers in the Trust Department who participated in the 
decision with respect to the discount to be applied to the 
Sandridge Securities were not aware of any business rela- 
tionships between its Commercial Department and San- 
dridge, its parent and such beneficial owners; and that the 
solicitation of Sandridge to act as the Fund’s non-managing 
general partner was not made by Provident or any of its 
officers but rather by an officer of the Fund. 


Applicants submit that based on such representations the 
Fund believes that such decision with respect to the dis- 
count was an independent one made in good faith by 
persons who are not affiliates of Sandridge or whose 
relationships are or were not sufficiently strong as to have 
resulted, and in fact did not result, in an attempt to resolve 
the “discount” decision in a manner more favorable to 
Sandridge than to the Fund and its potential investors. 


Applicants state that the factors involved in such decision 
included the following: the relationship of Sandridge’s bene- 
ficial owners (one of whom is a director of the issuer) to the 
issuer; the fact that such beneficial owners and their affili- 
ates own, in the aggregate, substantial amounts of Johnson 
& Johnson stock in addition to the Sandridge Securities; the 
information provided to the Fund that registration of the 
securities in order to effect the exchange on an “unre- 
stricted” basis is not possible; the conclusion that the 
Sandridge Securities to be received by the Fund in the 
proposed exchange could not therefore be sold publicly for 
at least a two year period; that sales thereafter could only 
be made in compliance with the terms of Rule 144 and, 
specifically, its volume requirements; the probability that any 
sales by the Fund of the Sandridge Securities under Rule 
144 would be required to be aggregated with sales of 
Sandridge’s beneficial owners and affiliates and the attri- 
butes of the Johnson & Johnson stock itself including its 
yield, trading volume and other market attributes. 


Applicants state that the decision additionally took into 
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account a valuation of a portion of the Johnson & Johnson 
holdings of Sandridge’s beneficial owners prepared in Sep- 
tember, 1975 by a major investment banking firm. Appli- 
cants note that such report assumed that the securities 
could be immediately sold, subject to volume limitations, 
under Rule 144 whereas the proposed exchange with 
Sandridge will result in there being a new two year “holding 
period” before Rule 144 sales could be effected and that 
such valuation was made for a purpose totally distinct from, 
and unrelated to, the presently proposed exchange. Appli- 
cants submit that the Fund believes, however, that the 
report and the factors considered therein are relevant and 
germane to the valuation of the Sandridge Securities. Appli- 
cants state that, although the passage of time has resulted 
in changes in the price and certain other market information 
described in the report, to the knowledge of the Fund and 
Sandridge, no change has occured in the basic facts upon 
which the report is based which would result in a materially 
different conclusion being reached at the present time. 


Applicants submit that these factors (except for the de- 
scribed third-party valuation of Sandridge Securities which 
would not normally be present in other cases) which have 
been considered by the Fund in determining to apply a 29% 
discount to the market value of the Sandridge Securities are 
the same factors which the Fund intends to consider in 
valuing any other restricted securities to be offered to the 
Fund for exchange by potential investors, although the 
amount of any resulting discount from current market value 
may vary depending on the facts surrounding the particular 
“restricted” security involved. 


Applicants state that based in part on the experience of 
existing exchange funds, the Fund believes that the dis- 
count to be applied to other “restricted” securities offered to 
the Fund wil! range between 10 to 20% and, except in 
unusual circumstances not presently foreseen, will not ex- 
ceed 20% and that therefore the discount to be applied to 
the Sandridge Securities is substantially higher, due to the 
unique facts surrounding the size and nature of the holdings 
of Sandridge and its affiliates, than that which would be 
given to the market value of other securities which may be 
offered to it for exchange. 


Applicants represent that Johnson & Johnson is among 
those issuers named under “List of Representative Securi- 
ties” in the Registration Statement, whose securities are 
representative of the securities the Fund will consider for 
inclusion in its portfolio and that the Fund submits that the 
securities proposed to be exchanged by Sandridge are 
acceptable to it and that it intends to accept Johnson & 
Johnson securities which may be deposited by other per- 
sons pursuant to the public offering of shares. Applicants 
further represent that the exchange of securities for Shares 
by Sandridge will be on the same terms and conditions as 
described in the Registration Statement with respect to 
exchanges in Limited Partners except that, as disclosed in 
the Registration Statement, securities or cash valued for 
purposes of the exchange at not more than $1.2 million may 
be exchanged by Sandridge, as the non-managing general 
partner, without payment of the subscription fee, which 
Applicants believe to be appropriate because Sandridge’s 
contribution will not have been solicited by the Fund's 
dealer-manager. 
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Applicants state that no individual general partner of the 
Fund intends to exchange restricted securities for Fund 
Shares. 


Applicants submit that the terms of the proposed transaction 
between the Fund and its non-managing general partner, 
including the consideration paid or received, are reasonable 
and fair and do not involve overreaching on the part of any 
persons concerned. Applicants further represent that the 
proposed transaction is consistent with the policy of the 
Fund and the general purposes of the Act. Accordingly, 
Applicants request the Commission issue an exemptive 
order, pursuant to Section 17(b) of the Act, exempting 
Sandridge and the Fund from the provisions of Section 
17(a) of the Act to the Extent necessary to consummate 
such transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 8, 1975, at 5:30 p.m., submit to 
the Commission in writing, a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be .controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon Applicants at the respec- 
tive addresses stated above. Proof of such service (by 
affidavit, or in case of an attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application may be 
issued as of course following said date, unless the Commis- 
sion thereafter orders a hearing upon request or upon the 
Commission's own motion. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9439/September 14, 1976 


In the Matter of 


CARDINAL CORPORATE INCOME TRUST, SERIES 101 
(AND SUBSEQUENT SERIES) 


and 

THE OHIO COMPANY 
51 North High Street 
Columbus, Ohio 43215 


(812-3998) 


NOTICE OF APPLICATION PURSUANT TO SECTION 6(c) 
OF THE ACT FOR AN ORDER OF EXEMPTION FROM 
THE PROVISIONS OF SECTION 14(a) OF THE ACT AND 
RULES 19b-1 AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Cardinal Corporate In- 
come Trust, Series 101 (“Series 101”), a unit investment 
trust registered under the Investment Company Act of 1940 
(the “Act”), and its sponsor, The Ohio Company (the 
“Sponsor”) (hereinafter the Sponsor and Series 101 are 
referred to collectively as “Applicants”), filed an application 
pursuant to Section 6(c) of the Act for an order of the 
Commission exempting Series 101 (and subsequent series) 
(hereinafter referred to collectively as the “Trust” and sev- 
erally as “Series”) from the provisions of Section 14(a) of 
the Act and exempting the frequency of capital gains 
distributions of the Trust and the secondary market opera- 
tions of Sponsor from the provisions of Rule 19b-1 and Rule 
22c-1, respectively, under the Act. All interested persons 
are referred to the application on file with the Commission 
for a statement: of the representatives contained therein, 
which are summarized below. 


The Sponsor has filed a Form S-6 Registration Statement 
under the Securities Act of 1933 (‘1933 Act”) covering a 
maximum of 7,500 Units of fractional undivided interests in 
Series 101 (hereinafter called “Units”) to be offered to 
investors at a public offering price set forth in the prospectus 
included in the S-6 Registration Statement. The number of 
Units being registered includes 2,500 Units which will be 
resold from time to time by the Sponsor in connection with 
its secondary market activities. The 1933 Act Registration 
Statement has not yet become effective. The Sponsor has 
also filed a Form N-8A Notification of Registration and a 
Form N-8B-2 Registration Statement under the Act relating 
to the Trust. Applicants request that the exemptive order be 
issued by the Commission on or about September 30, 1976, 
due to the compelling circumstance that if the Sponsor does 
not have the Units available for sale on that date there is a 
very substantial likelihood that customers of the Sponsor 
who have indicated an interest in buying a large amount of 
the Units will invest their funds elsewhere. 


Cardinal Corporate Income Trust, Series 101, and each 
subsequent Series will be governed by a trust agreement for 
each such Series (hereinafter called the “Agreement”), 
which will be executed on the day preceeding the effective- 
ness of the registration of each Series with the Securities 
and Exchange Commission, and under which the Sponsor 
will act as such. The United States Trust Company of New 
York will act as Trustee, New England Merchants National 
Bank will act as Co-Trustee and Interactive Data Services, 
Inc. will act as Evaluator. The Agreement for each Series 
will contain standard terms and conditions of trust common 
to all Series. Pursuant to the Agreement for Series 101, the 
Sponsor will deposit with the Trustee not less than 
$5,000,000 principal amount, par value or stated value of 
corporate debt obligations and fixed-dividend preferred 
stock (such securities so deposited for any Series hereinaf- 
ter being referred to as the “Underlying Securities”) which 
the Sponsor shall have accumulated for such purpose. 
Simultaneously with such deposit the Trustee will deliver to 
the Sponsor registered certificates for not less than 5,000 
Units which will represent the entire ownership of Series 
101. These Units are in turn to be offered for sale to the 
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public by the Sponsor. 


Applicants state that the Underlying Securities will not be 
pledged or be in any other way subjected to any debt at any 
time after the Underlying Securities are deposited with the 
Trustee, except for the fees of, and the expenses incurred 
by, the Trustees in connection with the Trust. All of such 
Underlying Securities will be fixed income securities, the 
income on which is subject to Federal income taxation. In 
selecting the Underlying Securities, the following factors are 
to be considered: (i) The selection of the Underlying Securi- 
ties which comprise the portfolio of the Trust will be based 
largely upon the experience and judgment of the Sponsor 
and will not necessarily be limited or guided by any rating 
service. All Underlying Securities, however, will have a 
rating of BBB or better by Standard & Poor's Corporation or 
Fitch Investors Service, Inc., or Baa or better by Moody’s 
Investor Service, Inc., or if unrated, will have substantially 
equivalent characteristics in the opinion of the Sponsor; (ii) 
The yield and price of the Underlying Securities relative to 
other fixed income securities of comparable quality and 
maturity; (iii) The diversification of the portfolio of each 
Series; and (iv) Income to the Unit holders of each Series. 


The assets of each Series will consist of the Underlying 
Securities initially deposited (including such other fixed- 
income securities as may continue to be held from time to 
time in exchange or substitution for any of the Underlying 
Securities upon certain refundings), accrued and undistrib- 
uted income and undistributed cash. Certain of the Underly- 
ing Securities may from time to time be sold under the 
special circumstances set forth in the Agreement or may be 
redeemed or may mature in accordance with their terms. 
The proceeds from such dispositions will be distributed to 
Unit holders and not reinvested. There is no provision in the 
Agreement for the sale and reinvestment of the Underlying 
Securities and such activity will not take place. 


Each Unit of a Series will represent a fractional undivided 
interest in that Series. The numerator of the fractional 
interest represented will be 1; the denominator, the number 
of Units then in the particular Series. Units will be redeema- 
ble. In the event that any Units shall be redeemed, the 
denominator of such fraction will be reduced and the 
fractional undivided interest represented by each Unit out- 
standing will be increased. Units will remain outstanding 
until redeemed or until the termination of the Agreement. 
The Agreement may be terminated with respect to any 
particular Series upon approval by 662/3% of the Unit 
holders of such Series or, in the event that the value of the 
Underlying Securities in a particular Series shall fall below 
20% of the principal amount of the Underlying Securities 
initially deposited in such Series, upon direction of the 
Sponsor to the Trustee. There is no provision in the 
Agreement for the issuance of any Units after the initial 
public offering of Units (except to the extent that the 
secondary trading by the Sponsor in the Units is deemed 
the issuance of Units under the Act) and such activity will 
not take place. 


While the Sponsor undertakes no obligation to do so, it is its 
intention to maintain a market for Units of each Series and 
continuously to offer to purchase such Units at prices in 
excess of the redemption prices as set forth in the Agree- 
ment. In the absence of such a market, Unit holders may 
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only be able to dispose of their Units by tendering them to 
the Trustee for redemption. 


Section 14(a) 


Section 14(a) of the Act requires that a registered invest- 
ment company, prior to making a public offering of its 
securities, (a) have a net worth of $100,000, (b) have 
previously made a public offering and at that time have had 
a net worth of $100,000, or (c) have made arrangements for 
at least $100,000 to be paid in by 25 or fewer persons 
before acceptance of public subscriptions. 


Applicants seek an exemption from the provisions of Sec- 
tion 14(a) in order that a public offering of Units of Series 
101 and subsequent Series as described above may be 
made. In connection with the requested exemption from 
Section 14(a), the Sponsor agrees (i) to reftund on demand 
and without deduction the sales load to purchasers of Units 
of any Series if, within 90 days after the registration of a 
Series under the 1933 Act becomes effective, the net worth 
of such Series shall be reduced to less than $100,000, or if 
such Series is terminated; (ii) to instruct the Trustee on the 
date the Underlying Securities are deposited in each Series 
that if any Series shall at any time have a net worth of less 
than 20% of the principal amount of Underlying Securities 
initially deposited in such Series as a result of redemption 
by the Sponsor of Units constituting a part of the unsold 
Units, the Trustee shall terminate such Series in the manner 
provided in the Agreement and distribute any Underlying 
Securities or other assets deposited with the Trustee pur- 
suant to the Agreement as provided therein; and (iii) in the 
event of termination for the reasons described in (ii) above, 
to refund any sales load to any purchaser of Units pur- 
chased from the Sponsor on demand and without any 
deduction. 


Rule 19b-1 


Rule 19b-1(a) provides in substance that no registered 
investment company which is a “regulated investment com- 
pany” as defined in Section 851 of the Internal Revenue 
Code of 1954, as amended, shall distribute more than one 
capital gain dividend in any one taxable year. Paragraph (b) 
of the Rule contains a similar prohibition for a company not 
a “regulated investment company” but permits a unit invest- 
ment trust to distribute capital gain dividends received from 
a “regulated investment company” within a reasonable time 
after receipt. 


Distributions of principal and income to Unit holders of each 
Series are to be made quarterly. Distributions of principal 
constituting capital gains to Unit holders may arise in two 
instances: (1) if the issuer calls or redeems an issue held in 
the portfolio of any Series, the sums received by such 
Series will be distributed to a Unit holder on the next 
distribution date; and (2) if Units are redeemed by the 
Trustee and Underlying Securities from the portfolio are sold 
to provide the funds necessary for such redemption, each 
Unit holder will receive his pro rata portion of any proceeds 
remaining from the sale of the Underlying Securities after 
such redemption. In such instances, a Unit holder may 
receive as part of his distribution funds which constitute 
Capital gains, since in some cases the value of the Underly- 
ing Securities redeemed or sold may have increased since 
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the date of initial deposit with the Trustee. 


As noted, paragraph (b) of Rule 19b-1 provides that a unit 
investment trust may distribute capital gain dividends re- 
ceived from a “regulated investment company” within a 
reasonable time after receipt. Applicants assert that the 
purpose behind such provision is to avoid forcing unit 
investment trusts to accumulate valid distributions received 
throughout the year and distribute them only at year end, 
and that the operations of the Trust in this regard are 
squarely within the purpose of such provision. However, in 
order to comply with the literal requirements of the Rule, 
each Series of the Trust would be forced to hold any monies 
which would constitute capital gains upon distribution until 
the end of its taxable year. Applicants contend that such a 
practice would clearly be to the detriment of the Unit 
holders. 


In support of the requested exemption, the application 
states that the dangers against which Rule 19b-1 is in- 
tended to guard do not exist in the situation at hand since 
neither the Sponsor nor any Trustee has control over events 
which might trigger capital gains, i.e., the tendering of Units 
for redemption and the prepayment of portfolio securities by 
their issuers. In addition, it is alleged that the amounts 
involved in a normal distribution of principal are relatively 
small in comparison to the normal income distribution, and 
such distributions are clearly indicated in accompanying 
reports to Unit holders as capital gain distributions. 


Rule 22c-1 


Rule 22c-1 provides, in pertinent part, that no registered 
investment company issuing any redeemable security, and 
no dealer in any such security, shall sell, redeem, or 
repurchase any such security except at a price based on the 
current net asset value of such security which is next 
computed after receipt of a tender of such security for 
redemption or of an order to purchase or sell such security. 


Applicants represent that, following the initial public offering 
period, the Sponsor intends to offer to purchase the Units of 
each Series in the secondary market at prices based on the 
offering side evaluation of the Underlying Securities in each 
Series, determined on the last business day of each week, 
effective for all sales made during the following week. 
Applicants assert that the pricing by the Sponsor in the 
secondary market will not adversely affect the assets of any 
Series, and that the public Unit holders will benefit from 
such pricing procedure by receiving a normally higher 
repurchase price for their Units without the cost burden of 
daily evaluations of the Unit redemption value. In addition, 
Applicants state that the Sponsor has undertaken to adopt a 
pricing procedure whereby the Evaluator will provide esti- 
mated evaluations on trading days between formal evalua- 
tions. In the case of a repurchase, if the Evaluator cannot 
state that the previous Friday's price is at least equal to the 
current bid price, the Sponsor will order a full evaluation. 
The Sponsor agrees, in the case of resale of Units in the 
secondary market, that if the Evaluator cannot state that the 
previous Friday's price is not more than one-half point 
($5.00 on a unit representing $1,000.00 of Underlying 
Securities) greater than the current offering price, a full 
evaluation will be ordered. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion may, upon application, conditionally or unconditionally 
exempt any person, security, or transaction, or any class or 
Classes of persons, securities, or transactions from any 
provisions of the Act or of any rule or regulation under the 
Act, if and to the extend such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 30, 1976, at 5:30 p.m., 
submit to the Commission in writing a request for a hearing 
on this matter accompanied by a statement as to the nature 
of his interest, the reason for such request and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission orders a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon the Applicants at the 
address stated above. Proof of such service (by affidavit, or 
in the case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be issued as 
of course following said date, unless the Commission there- 
after orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing or advice 
as to whether a hearing is ordered, will receive any notices 
or orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9440/September 14, 1976 


In the Matter of 
INVESTORS DIVERSIFIED SERVICES, INC. 


IDS BOND FUND, INC. 

IDS CASH MANAGEMENT FUND, INC. 

IDS GROWTH FUND, INC. 

IDS NEW DIMENSIONS FUND, INC. 

IDS PROGRESSIVE FUND, INC. 

INVESTORS MUTUAL, INC. 

INVESTORS SELECTIVE FUND, INC. 
INVESTORS STOCK FUND, INC. 

INVESTORS VARIABLE PAYMENT FUND, INC. 


INVESTORS SYNDICATE OF AMERICA, INC. 
IDS LIFE INSURANCE COMPANY 
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IDS LIFE VARIABLE ANNUITY FUND A 
IDS LIFE VARIABLE ANNUITY FUND B 


1000 Roanoke Building 
Minneapolis, Minnesota 55402 


(812-3979) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 15(a), 15(b), AND 15(c) OF THE ACT WITH 
RESPECT TO INVESTMENT ADVISORY AND PRINCIPAL 
UNDERWRITING CONTRACTS 


On August 23, 1976, a notice was issued (Investment 
Company Act Release No. 9406), of an application filed on 
July 2, 1976, and an amendment thereto on August 11, 
1976, by Investers Diversified Services, Inc. (“IDS”), IDS 
Life Insurance Company and the investment companies in 
the IDS complex (collectively referred to as “Applicants’’) 
pursuant to Section 6(c) of the Investment Company Act of 
1940 (‘Act’) for an order of the Commission exempting the 
Applicants from the requirements of Sections 15(a), 15(b), 
and 15(c) of the Act to permit the investment advisers and 
principal underwriters for the investment companies in the 
IDS complex to continue to serve under the existing con- 
tracts with such companies until new investment advisory 
agreements and underwriting agreements between such 
companies and their existing investment advisers and prin- 
cipal underwriters are approved by the shareholders or 
boards of directors of such companies, as the case may be. 
The notice gave interested persons an opportunity to re- 
quest a hearing, and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the requested exemptions is appropriate in the 
public interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and provi- 
sions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Sec- 
tions 15(a), 15(b) and 15(c) of the Act, to the extent 
requested, be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9441/September 15, 1976 


SEC CITES RESERVE MANAGEMENT CORPORATION, 
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HENRY B. R. BROWN, BRUCE R. BENT AND NEALE F. 
HOOLEY. 


Public administrative proceedings have been instituted 
against Reserve Management Corporation (“RMC’”), a reg- 
istered investment adviser, and Henry B. R. Brown 
(“Brown”), Bruse R. Bent (Bent) and Neale F. Hooley 
(Hooley), officers, directors and general counsel of RMC. 


The Commission’s order is based on staff allegations of 
violations of the provisions of the Investment Company Act 
of 1940 governing approval of advisory agreements and 
selection of accountants and prohibiting false and mislead- 
ing statements in proxy solicitation statements, filings with 
the Commission and required books and records. 


A hearing will be scheduled to take evidence on the staff's 
allegations and to afford the respondents an opportunity to 
offer any defenses. The purpose of the hearing is to 
determine whether the allegations are ture and if any action 
of a remedial nature should be ordered by the Commission. 
(Rel. IC- ) 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9442/September 15, 1976 


In the Matter of 


TRINWALL CASH RESERVE, INC. 
61 Broadway 
New York, New York 10006 


(812-3968) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT FOR 
EXEMPTION FROM PROVISIONS OF SECTION 2(a)(19) 
OF THE ACT. 


Trinwall Cash Reserve (‘Applicant’) filed an application on 
June 1, 1976 pursuant to Section 6(c) of the Investment 
Company Act of 1940 (‘‘Act’’) for an order of the Commis- 
sion declaring that John K. Lundberg shall not be deemed 
an “interested person” of Applicant within the meaning of 
Section 2(a)(19) of the Act. 


On August 11, 1976 a notice was issued (Investment 
Company Act Release No. 9393) of the filing of the applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter having been considered and it is found that the 
granting of the application is appropriate and in the public 
interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. 
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IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Section 
2(a)(19) of the Act be, and hereby is granted, effective 
forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9443/September 15, 1976 


In the Matter of 


THE ADAMS EXPRESS COMPANY 
522 Fifth Avenue 
New York, New York 


(811-248) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE INVESTMENT COMPANY ACT OF 
1940 FOR AN ORDER DECLARING THAT THE COM- 
PANY HAS CEASED TO BE AN INVESTMENT COM- 
PANY. 


NOTICE IS HEREBY GIVEN that on July 9, 1976, The 
Adams Express Company (‘Applicant’), registered as a 
closed-end, diversified managment investment company 
under the Investment Company Act of 1940 (‘‘Act”’) filed an 
application pursuant to Section 8(f) of the Act for an order of 
the Commission declaring that it has ceased to be an 
investment company as defined in the Act. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations con- 
tained therein, which are summarized below. 


Applicant, incorporated under the laws of the State of New 
York, registered under the Act on November 1, 1940. On 
February 12, 1976, the respective Boards of Directors of 
Applicant and The Adams Express Company, a newly 
organized Maryland corporation (‘‘Adams Maryland’) 
wholly-owned by Applicant, approved and adopted the Plan 
and Agreement of Reorganization (the “Plan’). The Plan 
provided that Applicant change its state of incorporation 
from New York to Maryland by transferring all of its business 
and assets to Adams Maryland in exchange for shares of 
Adams Maryland Common Stock. The Plan was duly ap- 
proved by the Applicant, as the sole stockholder of Adams 
Maryland, on Feburary 12, 1976, and by Applicant’s share- 
holders on March 30, 1976 at its annual meeting of share- 
holders. On May 28, 1976, the reincorporation was consum- 
mated and Adams Maryland acquired all of the business 
and assets and assumed all of Applicant’s obligations and 
liabilities, and the stockholders of Applicant became stock- 
holders of Adams Maryland. Since May 28, 1976, Adams 
Maryland which is registered as a closed-end diversified 


investment company under the Act, has conducted the 
business previously conducted by Applicant. Applicant has 
ceased doing business and will be dissolved. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission, on its own motion or upon 
application, finds that a registered investment company has 
ceased to be an investment company, it shall so declare by 
order which may be made upon appropriate conditions if 
necessary for the protection of investors, and upon taking 
effect of such order the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 8, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of the 
interest, the reason for such request and the issues, if any, 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon the Fund at the address 
stated above. Proof of such service (by affidavit or in case 
of an attorney-at-law by certificate) shall be filed contempor- 
aneously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of the application may be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission‘s own 
motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9444/September 16, 1976 


In the Matter of 

MASSACHUSETTS MUTUAL LIFE INSURANCE CON- 
PANY 

1295 State Street 

Springfield, Massachusetts 01111 

(812-3997) 

NOTICE OF FILING OF APPLICATION FOR ORDER PUR- 
SUANT TO SECTION 17(d) OF THE ACT AND RULE 17d- 
1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that on July 23, 1976, Massa- 
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chusetts Mutual Life Insurance Company (‘Applicant’), a 
mutual life insurance company organized under the laws of 
the Commonwealth of Massachusetts, filed an application 
pursuant to Section 17(d) of the Investment Company Act of 
1940 (the “Act”) and Rule 17d-1 thereunder for an order of 
the Commission permitting Applicant to engage in the 
transaction described below. All interested persons are 
referred to the application on file with the Commission for a 
statement of the representations contained therein, which 
are summarized below. 


Pursuant to an order of the Commission issued on August 
19, 1971 (Investment Company Act Release No. 6690), 
Applicant, which acts as investment adviser to MassMutual 
Corporate Investors, Inc. (‘Fund’), a non-diversified, 
closed-end management investment company registered 
under the Act, is permitted to invest concurrently for its 
general account in each issue of securities purchased by 
the Fund at direct placement, and to exercise warrants, 
conversion privileges and other rights at the same time as 
the Fund. This order is subject to several conditions, one of 
which requires, generally, that purchases at direct place- 
ment of securities which would be consistent with the 
investment policies of the Fund be shared equally by 
Applicant and the Fund. Another condition is that, once 
Applicant and the Fund have acquired interests in an issuer, 
neither Applicant nor the Fund, unless otherwise permitted 
by order of the Commission, may acquire any further 
interest in such issuer other than interests in all respects 
identical. 


Applicant proposes to purchase at direct placement 
$5,000,000 in principal amount of a new issue of 91/2% 20- 
year Senior Notes (the “Notes’’) of Flowers Industries, Inc. 
(“Flowers”). Applicant requests an order of the Commission 
permitting it to acquire the Notes, since Applicant and the 
Fund presently hold $3,750,000 in principal amount each of 
61/2% Convertible Subordinated Notes due 1992 (the “Out- 
standing Convertible Notes”) issued by Flowers on Decem- 
ber 8, 1972. 


Section 17(d) of the Act and Rule 17d-1 thereunder, taken 
together, provide, in part, that it is unlawful for an affiliated 
person of a registered investment company, acting as 
principal, to effect any transaction in which such investment 
company is a joint participant, without the permission of the 
Commission. Rule 17d-1 provides, in part, that in passing 
upon applications for orders granting such permission, the 
Commission will consider (1) whether the participation of the 
investment company in such transaction on the basis pro- 
posed is consistent with the provision, policies, and pur- 
poses of the Act, and (2) the extent to which such participa- 
tion is on a basis different from or less advantageous than 
that of other participants. 


Applicant submits that its proposed acquisition of the Notes 
is not disadvantageous to the Fund and is consistent with 
the provisions, policies, and purposes of the Act. The 
Fund’s investment policy restricts it to investment in long- 
term obligations and preferred stocks which are purchased 
directly from issuers and which have “equity features.” 
Applicant represents that the Notes lack such equity fea- 
tures and are therefore not appropriate investments for the 
Fund. Applicant states that the proposed sale of Notes to it 
is in no way connected with the sale of the Outstanding 
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Convertible Notes to Applicant and the Fund in 1972 other 
than by virtue of the fact that Applicant established a 
relationship with Flowers at that time through the acquisition 
of the Outstanding Convertible Notes. Although the Out- 
standing Convertible Notes will be subordinate in right of 
payment to the Notes, Applicant submits that the proposed 
investment by it will not be disadvantageous to the Fund 
because Flowers will be receiving significant new value in 
consideration for issuing the Notes and, in addition, be- 
cause a portion of the proceeds received from the sale of 
the Notes will be used by Flowers to repay presently 
outstanding senior debt. Applicant further submits that, if it 
does not purchase the Notes, Flowers will not be restricted 
from selling the Notes to other investors, in which case the 
Outstanding Convertible Notes held by the Fund would be 
subordinate in right of payment to the Notes sold to such 
other investors to the same extent and in the same manner 
as shall be the case if Flowers sells the Notes to Applicant. 


In the judgment of Applicant, the Notes would be an 
attractive investment which it would like to acquire. Appli- 
cant submits that it will be disadvantaged if not permitted to 
acquire a portion of the Notes. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 8, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the address 
set forth above. Proof of such service (by affidavit or, in the 
case of an attorney at law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be issued as 
of course following said date unless the Commission there- 
after orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


THE LAFITTE COMPANY, INC. 
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6100 Dutchmans Lane 
Louisville, Kentucky 40205 


(812-3890) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM ALL PROVISIONS OF 
THE ACT. The Lafitte Company, Inc. (‘Lafitte’), a Delaware 
corporation, filed an application on December 22, 1975, and 
amendments thereto on February 9, 1976, April 28, 1976, 
May 28, 1976, and July 20, 1976, pursuant to Section 6(c) 
of the Investment Company Act of 1940 (the “Act”), for an 
order of the Commission exempting Lafitte, subject to 
certain conditions, from all provisions of the Act and the 


Rules and Regulations promulgated thereunder for a period 
of one year. 


On August 19, 1976, a notice was issued (Investment 
Company Act Release No. 9401) of the filing of the applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The application has been considered and it is found that the 
exemption requested is necessary or appropriate in the 
public interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and provi- 
sions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
Lafitte be, and hereby is, exempted from all provisions of 
the Act and the Rules and Regulations thereunder for a 
period of one year, subject to the conditions that its securi- 
ties are not beneficially owned by more than 135 persons 
and that no registered broker-dealer initiates a regular 
trading market in its securities. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9446/September 16, 1976 


In the Matter of 


WELLINGTON FUND, INC. 

WINDSOR FUND, INC. 

IVEST FUND, INC. 

TRUSTEES’ EQUITY FUND, INC. 
EXPLORER FUND, INC. 

WELLESLEY INCOME FUND, INC. 

W.L. MORGAN GROWTH FUND, INC. 
WESTMINSTER BOND FUND, INC. 
WELLINGTON MANAGEMENT COMPANY 
P.O. Box 823 


Valley Forge, Pennsylvania 19482 
(812-3906) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER EXEMPT- 
ING APPLICANTS FROM SECTION 22(d) OF THE ACT 
AND RULE 22d-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that Wellington Fund, Inc., 
Windsor Fund, Inc., lvest Fund, Inc., Trustees’ Equity Fund, 
Inc., Explorer Fund, Inc., Wellesley Income Fund, Inc., W. L. 
Morgan Growth Fund, Inc., and Westminster Bond Fund, 
Inc. (“Funds”), open-end diversified management invest- 
ment companies registered under the Investment Company 
Act of 1940 (“Act”), and Wellington Management Company 
(“WMC”) (collectively “Applicants”) filed an application on 
February 5, 1976, and an amendment thereto on June 29, 
1976, pursuant to Section 6(c) of the Act for an order 
exempting Applicants from Section 22(d) of the Act and 
Rule 22d-1 thereunder with respect to the extension of 
reduced sales charges to certain investors. All interested 
persons are referred to the application as filed with the 
Commission for a statement of the representations therein 
which are summarized below. 
WWC is investment adviser and principal underwriter to 
each of, the Funds. Each of the Funds are proposing to offer 
their shares for sale to the public pursuant to two sales 
charge schedules. The “individual” sales charge schedule 
calls for a maximum sales charge of 8'/2% of the offering 
price for sales of less than $10,000 (reduced on larger 
purchases) and is applicable to sales to “any person” as 
defined under Paragraph (a) of Rule 22d-1. The “group” 
sales charge schedule calls for a maximum sales charge of 
6% of the offering price for sales of less than $25,000 
(reduced on larger purchases) and is applicable to certain 
groups contemplated by Paragraph (f) of Rule 22d-1. 


Wellington Management Company, through a wholly-owned 
subsidiary, also distributes certain insurance products 
through salesmen who are licensed to sell both insurance 
and mutual funds. Applicants believe that since there are 
certain efficiencies involved in being able to offer both 
insurance products and mutual funds to the same investor, 
an investor buying both insurance and mutual funds should 
be entitled to a reduced sales charge on his mutual fund 
purchases. Therefore, Applicants request an exemption 
permitting investors who have previously (since January 1, 
1976), or contemporaneously purchased (from the same 
retailer) insurance products distributed by WMC, to pur- 
chase shares of the Funds at the reduced sales charge 
rates set forth under the “group schedule.” 


Applicants state that the proposed extension of reduced 
charges to investors who have previously or contempora- 
neously purchased, from the same retailer, insurance prod- 
ucts distributed by WMC is consistent with the Commis- 
sion’s program (Act Release No. 8570, November 4, 1974) 
to encourage voluntary price competition in the mutual fund 
industry. Applicants contend that a salesman, licensed to 
sell mutual funds and insurance, will realize certain efficien- 
cies in his marketing presentations. Such efficiencies would 
include the ability to: (i) offer several financial products at a 
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single presentation; (ii) provide ongoing information and 
service through consolidation of interview time and com- 
bined mailings; and (iii) employ the data acquired from the 
investor in evaluating suitability, or implementing the instal- 
lation, of multiple products. For example, one set of data on 
personal circumstances, and identification numbers, could 
serve both mutual fund and insurance application. Since 
these efficiencies are available regardless of the amount of 
insurance sold by the salesmen, Applicants have placed no 
minimum on the amount of insurance which must be pur- 
chased to qualify for the reduced mutual fund sales charge. 
However, Applicants state that it is expected that such 
insurance purchases will have a minimum face amount of 
$1,000 or an annual premium of $100. 





The proposed transaction is in the best interests of share- 
holders, it is alleged, because certain cost savings gener- 
ated by these efficiencies would be passed on to investors 
through reduced sales charges on mutual fund shares for 
combined purchases of mutual fund and insurance prod- 
ucts. 


Section 22(d) of the Act prohibits a registered investment 
company and its principal underwriter from selling its re- 
deemable securities “to any person except a dealer, a 
principal underwriter or the issuer, except at a current public 
offering price described in the prospectus.” Rule 22d-1 
provides certain exemptions from Section 22(d) to the 
extent necessary to permit the sale of such securities by 
such persons at prices which reflect reductions in, or 
eliminations of the sales load under certain circumstances. 
No exemption is provided with respect to the purchase of 
shares by investors who have previously or contempora- 
neously purchased an insurance product from the same 
retailer. 


Section 6(c) of the Act provides that the Commission may 
conditionally or unconditionally exempt any person or trans- 
action from provisions of the Act if such exemption is 
necessary or appropriate in the public interest and consist- 
ent with the protection of investors and the purpose fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 13, 1976, at 5:30 p.m. submit to 
the Commission in writing a request for hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues, if any, 
of fact or law proposed to be controverted, or such person 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail upon Applicants at the 
address stated above. Proof of such service (by affidavit, or 
in the case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. At any time after said 
date, as provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said date, 
unless the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. Persons 
who request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
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postponements thereof. 
By the commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9447/September 16, 1976 


In the Matter of 


AMERICARE GROWTH FUND, INC. 
601 Sixth Avenue 
Des Moines, lowa 50634 


(811-2103) 


ORDER PURSUANT TO SECTION 8(f) DECLARING THAT 
APPLICANT HAS CEASED TO BE AN INVESTMENT 
COMPANY. 


On August 20, 1976, a notice was issued (Investment 
Company Act Release No. 9403), that Americare Growth 
Fund, Inc. (“Applicant”), registered under the Investment 
Company Act of 1940 (‘Act’) as an open-end, diversified 
management company, had filed an application on April 1, 
1976, and an amendment thereto on July 19, 1976, pur- 
suant to Section 8(f) of the Act for an order of the Commis- 
sion declaring that Applicant has ceased to be an invest- 
ment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of Americare Growth Fund, Inc., under the 
Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


THE FIRST NATIONAL BANK OF CHICAGO 
One First National Plaza 
Chicago, Illinois 60670 


and 


MIDWEST ASSOCIATION OF CREDIT UNIONS 
402 West 144th Street 
Riverdale, Illinois 60627 


(812-3981) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF EXEMP- 
TION FROM ALL PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that the Midwest Association 
of Credit Unions (“MACU”) and the First National Bank of 
Chicago (the “Bank” or “Trustee’) (collectively, the “Appli- 
cants”) have filed an application pursuant to Section 6(c) of 
the Investment Company Act of 1940 (‘Act’) for an order 
exempting the Common Trust Fund H of The First National 
Bank of Chicago (“Common Fund”) from all provisions of 
the Act. All interested persons are referred to the application 
on file with the Commission for a statement of the represen- 
tations contained therein, which are summarized below. 


MACU is an Illinois not for profit corporation organized for 
the purposes of developing and promoting interest and 
cooperation between, and providing services to, its credit 
union members. Under its by-laws, membership is limited to 
credit unions authorized to do business and operating in 
accordance with the credit union act of their state of 
incorporation, or the Federal Credit Union Act. 


Applicants have proposed the establishment of the Com- 
mon Fund in order to permit credit unions to invest more 
efficiently in United States government and government 
agency securities which are exempt securities under Sec- 
tion 3(a)(2) of the Securities Act of 1933 (1933 Act’). The 
corpus of the Common Fund will consist of monies contrib- 
uted by participating trusts established with the Bank as 
trustee (‘Participating Trusts”) by individual credit union 
members. Participation in the Common Fund will be limited 
to Participating Trusts. It is anticipated that the Common 
Fund, because of its size and ability to diversify invest- 
ments, will provide a greater yield and liquidity to participat- 
ing credit unions than could be obtained through individual 
credit union investments. Applicants have sought and ob- 
tained a ruling of The Comptroller of the Currency that the 
provisions of the Common Fund comply with its rules and 
regulations, so as to constitute it a common trust fund under 
Regulation 9.18 of the Regulations of the Comptroller of the 
Currency, and Applicants state that the Common Fund will 
be operated and maintained by the Bank in conformity with 
Regulation 9.18. Applicants have also sought a ruling from 
the National Credit Union Administration, which supervises 
and administers federal credit unions, that the Federal 
Credit Union Act authorizes federal credit unions to invest 
their funds in the Common Fund. If any state-chartered 
credit union desires to participate in the Common Fund, 
such participation will be subject to approval by the state 
agency responsible for administering such credit union. 


The Trustee will have full discretionary powers of manage- 
ment and of investment and reinvestment of the assets of 
the Common Fund and of each of the Participating Trusts, 
provided the assets of each Participating Trust are invested 
or reinvested in units of the Common Fund or solely in 
securities permitted by their trust agreements. The assets of 
the Common Fund will be kept separate and apart from all 
other property belonging to or in the custody of the Bank, 
except that cash awaiting investment or distribution may be 
held temporarily by or on deposit with the Bank. Credit 
unions participating in the Common Fund will be provided a 
monthly report prepared by the Trustee setting forth all 
relevant information on the status of each Participating 
Trust. In addition, each credit union establishing a Partici- 
pating Trust and the Comptroller of the Currency will be 
provided with a yearly audited financial report on the Com- 
mon Fund (or advised that a copy of such report is 
available). 


The Trustee will charge the Common Fund any reasonable 
expenses incurred by the Trustee in the administration or 
preservation of the Common Fund which would be chargea- 
ble to the respective Participating Trusts if incurred in the 
administration or preservation thereof. The Bank will provide 
investment management, safekeeping of assets and book- 
keeping services to the Common Fund. For these services 
the Bank will charge the Common Fund a fee, computed 
daily and payable monthly, at an annual rate of .25% of the 
average asset value of the Common Fund. No additional 
management fee shall be payable to the Bank as Trustee of 
any Participating Trust, so long as a portion of any such 
Trust's assets are invested in the Common Fund, and the 
Bank is receiving compensation from the Common Fund. 
The Bank will employ the First Jersey National Bank as its 
agent to handle the receipt and disbursement of funds, as 
well as the record keeping for the Common Fund and its 
participants. 


A Participating Trust may withdarw money from the Com- 
mon Fund at any time, subject to the Trustee’s approval. 
Income and gain realized on investments of the Common 
Fund will be distributed daily and automatically reinvested in 
the Common Fund. No sales charge will be assessed 
against a Participating Trust in connection with its invest- 
ments in the Common Fund. 


Applicants submit that it is appropriate in the public interest 
and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of the 
Act for the Commission to enter an order exempting the 
Common Fund from all the provisions of the Act for the 
following reasons: (1) Participation in the Common Fund will 
be offered only to credit unions; (2) Participating credit 
unions would be subject to continuing reporting provisions, 
examination requirements, and other regulations of federal 
and state agencies; (3) The operation of the Common Fund 
and the Participating Trusts will be supervised and exam- 
ined by federal banking examiners to assure compliance 
with Regulation 9 of the Regulations of the Comptroller of 
the Currency pertaining to fiduciary accounts and collective 
investment funds; (4) The Common Fund will involve orga- 
nizations (credit unions) which are exempted from being 
investment companies by Section 3(c)(4) of the Act and 
securities (government securities and government agency 
securities) which are exempt from the 1933 Act by Section 
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3(a)(2) thereof; (5) The Common Fund will operate to carry 
out the congressional policy of providing “a further market 
for securities of the United States” (Preamble to the Federal 
Credit Union Act, Act of June 26, 1934, 48 Stat. 1216, 12 
U.S.C. 1751 et seq); and (6) An additional layer of regula- 
tion will provide no additional protection and would cause 
only unnecessary burdens and expenses and duplication of 
effort contrary to the interests of the members of credit 
unions and the general public. 


Section 6(c) of the Act provides that the Commission by 
order upon application, may conditionally, or unconditionally 
exempt any person or transaction from any provision of the 
Act or of any rule or regulation thereunder, if and to the 
extent that such exemption is necessary or appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 12, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon Applicants at the ad- 
‘' dresses stated above. Proof of such service (by affidavit, or 
in the case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be issued as 
of course following said date unless the Commission there- 
after orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9449/September 16, 1976 


In the Matter of 

THE ONE WILLIAM STREET FUND, INC. 
One William Street 

New York, New York 10004 

and 


THE LEHMAN CORPORATION 
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One South William Street 
New York, New York 10004 


(812-3970) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF EXEMP- 
TION FROM THE PROVISIONS OF SECTION 2(a)(19) OF 
THE ACT 


NOTICE IS HEREBY GIVEN that The One William Street 
Fund, Inc. (“One William’), a Maryland corporation and a 
registered diversified, open-end management investment 
company under the Investment Company Act of 1940 (the 
“Act”), and The Lehman Corporation (“Lehman”), a Dela- 
ware corporation and a registered diversified, closed-end 
management investment company under the Act (collec- 
tively the “Applicants”), filed an application on June 22, 
1976, and an amendment thereto on September 3, 1976, for 
an order of the Commission pursuant to Section 6(c) of the 
Act declaring that Mr. Lewis P. Seiler, a director of One 
William and Lehman, shall not be deemed an “interested 
person,” as defined in Section 2(a)(19) of the Act, of either 
One William or Lehman, of their investment manager or of 
the principal underwriter for One William by reason of his 
position as a director of The Equitable Life Assurance 
Society of the United States (“Equitable”). All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations con- 
tained therein, which are summarized below. 


Equitable is a registered broker-dealer under the Securities 
Exchange Act of 1934 (the “1934 Act’). Equitable Variable 
Life Insurance Company (“EVLICO”), a wholly-owned sub- 
sidiary of Equitable, and Equico Securities, Inc. (“Equico”), 
wholly owned by a wholly-owned subsidiary of Equitable, 
are also registered broker-dealers under the 1934 Act. Mr. 
Seiler is not a director or officer of either EVLICO or Equico. 


Applicants state that they have been informed that (1) 
Equitable registered as a broker-dealer solely to permit it 
and its agents to engage in the sale of variable annuity 
contracts and variable life insurance policies issued by 
EVLICO; (2) EVLICO registered as a broker-dealer solely to 
permit it to engage in the sale of its variable life insurance 
policies; and (3) Equico registered as a broker-dealer to act 
as a securities broker for Equitable, certain of Equitable’s 
separate accounts, EVLICO and its separate account and 
certain of Equitable’s investment advisory clients and 
Equico is engaged in no other public brokerage business. 
Applicants represent that neither of them has ever pur- 
chased or sold, or expects to purchase or sell, investment 
securities through Equico as broker, and that, so long as Mr. 
Seiler remains a director of One William or Lehman, neither 
company will effect brokerage transactions with EVLICO or 
Equico or any other broker-dealer subsidiary of Equitable 
that may hereafter be organized. Applicants state that 
responsibility for allocating brokerage on behalf of Appli- 
cants rests with officers of Lehman Management Co., Inc. 
(“LEMCO”), investment manager for Applicants, who, in 
turn, have no affiliation with Equitable, EVLICO or Equico. 


Section 2(a)(19) of the Act, in pertinent part, defines an 
“interested person” of an investment company, and of an 
investment adviser of or a principal underwriter for an 
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investment company to include any broker or dealer regis- 
tered under the 1934 Act or any affiliated person of such a 
broker or dealer. Section 2(a)(3) of the Act, in pertinent part, 
defines an “affiliated person” of another person to include a 
director of such person. 


Mr. Seiler, as a director of Equitable, is an interested person 
of One William, Lehman, LEMCO and Lehman Brothers 
Incorporated (“LBI"), principal underwriter for One William. 
In addition, by reason of Mr. Seiler’s position as a director of 
Equitable, he might be considered for the purposes of 
Section 2(a)(19), an affiliated person of One William, Leh- 
man, LEMCO or LBI. 


Applicants state that Mr. Seiler, as a director of Equitable, 
shares in the general responsibility for the management of 
Equitable but in no way participates in the day to day 
operations of Equitable. As noted above, Mr. Seiler is not an 
officer or director of either EVLICO or Equico. Applicants 
state that Mr. Seiler is currently retired and that, prior to his 
retirement, his principal occupation was Chairman of the 
Board of Associated Dry Goods Corporation. 


Applicants content that Mr. Seiler should be deemed not an 
interested person of One William, Lehman, LEMCO or LBI 
because his affiliation with Equitable and, indirectly, with 
EVLICO and Equico will not affect or impair his independ- 
ence in acting on behalf of Applicants and their sharehold- 
ers. Applicants further contend that Mr.Seiler, as a director 
of One William and Lehman, is not subject to any conflicts 
of interest as a result of his affiliation with Equitable, 
EVLICO and Equico. While Mr. Seiler’s position as a 
director of Applicants causes neither to be in violation of 
Section 10 of the Act, Applicants state that the granting of 
this application would decrease the possibility of any further 
non-compliance by Applicants with the provisions of Section 
10 of the Act. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion may conditionally or unconditionally exempt any person 
from any provision of the Act, if and to the extent that such 
exemption is necessary or appropriate in the public interest 
and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of the 
Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 12, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reasons for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon each of Applicants at the 
addresses stated above. Proof of such service (by affidavit, 
or in case of any attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application herein will be 
issued as of course following said date unless the Commis- 
sion thereafter orders a hearing upon request or upon the 
Commission's own motion. Persons who request a hearing 


or advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Administrative Proceeding File No. 3-5009 
In the Matter of 


SANDERS INVESTMENT ADVISORY CORPORATION, 
VICTORIA LYNN SANDERS 


(801-10042) 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In this investment adviser proceeding under the Investment 
Advisers Act of 1940 (Advisers Act) Sanders Investment 
Advisory Corporation (SIAC), a registered Investment Ad- 
viser, and Victoria Lynn Sanders (Sanders), president and a 
director of Registrant, have submitted, without admitting or 
denying the allegations in the order for proceedings, offers 
of settlement which the Commission has, upon the recom- 
mendation of its staff, determined to accept. 


On the basis of the order for proceedings and the offers of 
settlement it is found that SIAC wilfully violated, and Sand- 
ers wilfully aided and abetted violations of Sections 204 and 
206(4) of the Investment Advisers Act of 1940 and Rules 
204-2(a)(1), 2(a)(2), 2(a)(6), 2(a)(9), 2(b)(2), 2(b)(4), 2(c)(2), 
206(4)-2(a)(1), 2(a)(2), 2(a)(3), 2(a)(4) and 2(a)(5) thereun- 
der. 


Accordingly, IT IS ORDERED that: 


1. The Respondent SIAC’s registration as an investment 
adviser under the Advisers Act be revoked effective upon 
the second Monday following the week after the date of this 
order. 


2. Respondent Sanders be suspended for a period of six 
months from association with any investment adviser effec- 
tive upon the second Monday following the week after the 
date of this order. 


3. Commencing upon the second Monday following the 
week in which the Commission’s final order in this matter is 
entered, Respondent Sanders shall be prohibited from as- 
sociation with a broker or dealer, investment adviser (sub- 
ject to the six month suspension period referred to above) or 
investment company or affiliate thereof, in any capacity 
other than as an adequately supervised employee in a non- 
supervisory or a non-proprietary capacity, with Respondent 
Sanders having the right to apply to the Commission two 
years after the date of said order to have a supervisory 
position or proprietary interest in a broker or dealer, invest- 
ment adviser or investment company or affiliate thereof. 


By the Commission. 
George A. Fitzsimmons 
Secretary 
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Release No. 538/September 16, 1976 
» 


Administrative Proceeding File No. 3-5045 
In the Matter of 


DELAWARE VALLEY INVESTMENT CLUB, INC. 

1500 Locust Street, Suite 2715 

Philadelphia, Pennsylvania €@ 

ROBERT H. BOMBERGER 

1500 Locust Street, Suite 2715 

Philadelphia, Pennsylvania 

ORDER IMPOSING REMEDIAL SANCTIONS 

In these proceedings under the Investment Advisers Act of “@ 

1940 (Advisers Act), Delaware Valley Investment Club, Inc. 

(Registrant) a registered investment adviser, and Robert H. 

Bomberger (Bomberger), president of Registrant, have sub- 

mitted an Offer of Settlement, without admitting or denying 

the allegations in the Order for Proceedings, which the 

Commission has determined to accept. ee 
uy 

On the basis of the Order for Proceedings and the Offer of 

Settlement, it is found that Bomberger willfully violated 

Section 17(a) of the Securities Act of 1933 and Section 

10(b) of the Securities Exchange Act of 1934 and Rule 10b- 

5 thereunder, that Bomberger was convicted in March 1976 

of a felony involving the purchase and sale of securities, 

and that it is in the public interest to impose the sanctions 

specified in the Offer of Settlement. 


Accordingly, IT !S ORDERED that: 
(1) The registration as an investment adviser of Dela- 
ware Valley Investment Club, Inc. be, and hereby is, 
revoked, and 


(2) Robert H. Bomberger be, and hereby is, barred 
from association with any investment adviser. 


For the Commission by its Secretary, pursuant to delegated 
authority. 


/ 
George A. Fitzsimmons @® 
Secretary 
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Litigation Release No. 7556/September 10, 1976 

Securities and Exchange Commission v. Joseph Z. Bron- K 
stein 

(Civil Action No. 76C3328, United States District Court for 

the Northern District of Illinois). 


The Securities and Exchange Commission today an- a { 
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nounced the filing of a complaint against Joseph Z. Bron- 
stein (‘Bronstein’), treasurer and vice-president of finance 
of the GRI Corporation (“GRI"), seeking civil injunctive 
relief. Bronstein has consented to the entry of a court order 
in this matter without admitting or denying the allegations in 
the Commission's complaint. 


The complaint alleges violations of the anti-fraud and own- 
ership reporting provisions of the Securities Exchange Act 
of 1934 (“Exchange Act’). The Commission alleged that on 
April 11, 1975 the defendant sold 2,000 shares of GRI 
common stock at a price of $13.12 per share, while in 
possession of material, non-public information concerning 
GRI's 1975 earnings forecast. The complaint alleges that 
this conduct violated Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder. On April 22, 1975, GRI publicly 
announced an expected decrease in 1975 earnings of 25% 
below earnings for fiscal 1974. GRI common stock there- 
after decreased until it reached a stabilized price of $8.60 
on May 5, 1975. 


The complaint further alleged that the defendant failed to 
report his sales transaction to the Commission and the 
American Stock Exchange as required by Section 16(a) of 
the Exchange Act and Rule 16a-1 thereunder. 


The defendant consented to a permanent injunction enjoin- 
ing him from future violations of Sections 10(b) and 16(a) of 
the Exchange Act and Rules 10b-5 and 16a-1 thereunder. 


Pursuant to the court order, Bronstein will disgorge the sum 
of $8,858.45 to be allocated on a pro rata basis to the 


purchasers of the 2,000 shares of GRI sold by Bronstein on 
April 11, 1975. 





Litigation Release No. 7557/September 13, 1976 


SEC v. ASTRO PRODUCTS OF KANSAS, INC., ET AL 
(USDC D/KANS.) 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission, an- 
nounced today the filing August 31, 1976 of a civil injunctive 
complaint in federal district court at Wichita, Kansas naming 
19 corporate and individual defendants. The complaint 
charged violation of the securities registration and antifraud 
provisions of the federal securities laws and the Trust 
Indenture Act in connection with the offer and sale of 
industrial development revenue bonds issued by Astro 
Products of Kansas, Inc., Haysville, Kansas, and the City of 
Haysville. 


The defendants were charged with violations of the follow- 
ing provisions of the Securities Act of 1933, the Securities 
Exchange Act of 1934, and the Trust Indenture Act of 1939: 


Astro Products of Kansas, Inc., Los Angeles, Califor- 
nia—antifraud; securities registration; trust indenture 
qualification. ’ 


Center Line Tool Company, Inc., Los Angeles, Califor- 
nia—antifraud. 


The Vern Hunt Co., Los Angeles, California—anti- 
fraud. 


The National Bank of Wichita, Wichita, Kansas— 
antifraud. 


Sims Welding Supply Co., Inc., Los Angeles, Califor- 
nia—antifraud. 


Tower Brokerage, Inc., St. Petersburg, Florida—anti- 
fraud. 


Hugh Bell, St. Petersburg, Florida—antifraud. 
Bruce Bressman, Los Angeles, California—antifraud. 


Roman A. Dimeo, Los Angeles, California—antifraud, 
securities registration; trust indenture qualifications. 


Theodore F. Dubowik, Memphis, Tennessee—anti- 
fraud. 


George B. Flowers, Los Angeles, California—anti- 
fraud. 


Richard T. Heagy, Memphis, Tennessee—antifraud. 
Vern Hunt, Los Angeles, California—antifraud. 


Herbert M. Kohn, Kansas City, Missouri—antifraud; 
securities registration; trust indenture qualification. 


Stephen A. Lancaster, Memphis, Tennessee—anti- 
fraud. 


Ray W. Lipper, Los Angeles, California—antifraud. 


James J. Russ, Memphis, Tennessee—antifraud; se- 
curities registration; trust indenture qualification. 


Walter A. Sawhill, Wichita, Kansas—antifraud; securi- 
ties registration; trust indenture qualification. 


M. Kelley Sims, Los Angeles, California—antifraud. 


The complaint charged the defendants with a scheme to 
violate the federal securities laws. The Commission alleged 
in the complaint that James J. Russ, Roman A. Dimeo and 
Walter A. Sawhill engaged in a scheme to promote an 
industrial development revenue project in Haysville, Kansas. 
The alleged scheme involved procuring the issuance by the 
City of Haysville of $2,200,000 industrial development reve- 
nue bonds of which the proceeds were to be used to 
acquire equipment for a plant to assemble vehicular wheels. 
As part of the alleged scheme, Russ misrepresented his 
background and the economic potential to Haysville of the 
proposed assembling plant and bond counsel, Herbert A. 
Kohn, by furnishing an opinion that the bonds were duly 
authorized made it possible for the issue to be marketed 
and issued and tax exempt. 


Further, the complaint charged that following the issuance 
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of the bonds, Russ, Dimeo and Sawhill arranged for the 
bonds to be sold to several underwriters, including Richard 
T. Heagy, Stephen A. Lancaster, Theodore F. Dubowik and 
Hugh Bell. The complaint further alleged that these under- 
writers then sold the bonds through misrepresentation to 
various broker-dealers, including Bruce Bressman, who 
ultimately sold the bonds to the public. In selling the bonds, 
the underwriters, relying ostensibly upon unverified informa- 
tion supplied by Russ, and without exercising due diligence, 
misrepresented: 


(1) The security behind the investment; 

(2) The financial condition of the corporate issuer; 
(3) The use of the project's proceeds; 

(4) The background of those involved in the project; 
(5) The likelihood of success for the project; 


(6) The lead time necessary for beginning operations; 
and 


(7) The tax exempt status of the bonds; and omitted to 
state: 


(1) The high risk nature of the investment; 
(2) The diversion of the project's proceeds; and 


(3) The lack of security available to the bondholders. 


Approximately $400,000 of the issue was sold to public 
investors and approximately $1,800,000 was used as part of 
an alleged scheme to defraud the First Federal Savings and 
Loan, Utica, New York. 


During and after the issuance of the bonds (which were 
issued in five increments between December 21, 1973 and 
May 6, 1974), Russ and Dimeo allegedly in a scheme to 
misappropriate proceeds of the issue, or approximately 
$1,700,000, with four of the project’s equipment suppliers, 
Ray W. Lipper, Center Line Tool Company, Inc., M. Kelley 
Sims, Sims Welding Supply Company, Cern Hunt, Vern 
Hunt Company, and George Flowers. The complaint alleges 
that each of these suppliers had done business with defend- 
ant Russ prior to the Haysville project and that through the 
suppliers submission of false invoices, many of which were 
allegedly prepared by or at the direction of Russ, in excess 
of $800,000 of the proceeds were diverted through fraud 
from the project. 


According to the complaint this fraud was made possible 
because Haysville and the National Bank of Wichita, the 
fiscal agent, violated express duties which they had agreed 
to perform for the protection of the bondholders. The 
complaint charged that these breaches of duty occurred, in 
part, because Kohn gave incorrect advice to officials of both 
Haysville and the fiscal agent concerning their duties. In 
addition to this alleged scheme involving the four suppliers 
and their companies, Russ allegedly submitted a number of 
purportedly false and forged invoices to the National Bank 
of Wichita for which he paid over $200,000. 
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The complaint states that the project never began opera- 
tions. Over a year and a half after the last closing in May 
1974, a committee of the bondholders assumed control 
over the project and liquidated it. The liquidation value of the 
bonds has been set at $.037 on the dollar. The bondholders’ 
committee is now distributing the liquidated proceeds to the 
bondholders. 





Litigation Release No. 7558/September 14, 1976 


S.E.C. v. FRANK J. KIRBY, ET AL., 
(D. NEBRASKA, CIVIL ACTION NO. 76-0339) 


Robert H. Davenport, Administrator of the Denver Regional 
Office of the U.S. Securities and Exchange Commission, 
announced that a complaint was filed in the Federal Court in 
Omaha, Nebraska on September 3, 1976 seeking to enjoin 
Frank J. Kirby of Omaha, Robert J. Kretz of Rogers, 
Nebraska, and John T. Smith of Schuyler, Nebraska from 
violating the registration and antifraud provisions of the 
Federal securities laws. 


The complaint alleges that violations of the Federal securi- 
ties laws occurred in connection with the offer and sale of 
non-producing working interests in the Moye lease, Con- 
verse County, Wyoming and the Lane lease, Morrill County, 
Nebraska. (LR- ). 





Litigation Release No. 7559/September 14, 1976 


U.S. v. STEPHEN J. BURNS 
(E.D. Mo. 76-169 CR (4)) 


William D. Goldsberry, Administrator of the Chicage Re- 
gional Office of the Securities and Exchange Commission, 
and Barry A. Short, United States Attorney for the Eastern 
District of Missouri, announced that on September 7, 1976, 
Honorable John F. Nangle, Federal District Judge in St. 
Louis, Missouri, suspended imposition of sentence and 
placed Stephen J. Burns on probation for a period of five 
years. Burns, of St. Louis County, Missouri, was the former 
president of Investment Securities Corporation, a broker- 
dealer firm which is being liquidated under the provisions of 
the Securities Investor Protection Act of 1970. 


On August 16, 1976, Burns had entered a plea of guilty to 
one count of a 9-count indictment which had been returned 
on June 24, 1976. The count to which Burns had entered 
his guilty plea charged him with submitting a false financial 
statement to the Securities and Exchange Commission by 
concealing the existence of a loan to him from the broker- 
dealer firm. 
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SEC v. Candywyne Corporation, et al. 
M.D. Fla., Civil Action No. 76-711T-H 


Jule B. Greene, Administrator of the Atlanta Regional OF- 
fice, and William Nortman, Associate Regional Administrator 
of the Miami Branch Office of the Securities and Exchange 
Commission, announced the filing of a Complaint in the 
United States District Court for the Middle District of Florida, 
on September 7, 1976, seeking preliminary and permanent 
injunctions enjoining Candywyne Corporation (‘‘Candy- 
wyne”), National Automotive Industries, Inc. (‘‘NAI’), Leon- 
ard Levin (“Levin”), James Dorman (“Dorman”), Ron Fisher 
(‘Fisher’), lan Morgan (“Morgan”) a/k/a Martin Rabinowitch, 
and Richard Santilli (“Santilli’), from further violating the 
registration and anti-fraud provisions of the federal securi- 
ties laws. 


The Commission's Complaint alleges that Candywyne, NAI, 
and Dorman, all of St. Petersburg, Florida; Levin of Clear- 
water, Florida; and Santilli of Schenectady, New York, 
violated and aided and abetted violations of the registration 
and anti-fraud provisions of the Securities Act of 1933 and 
the anti-fraud provisions of the Securities Exchange Act of 
1934 (“Exchange Act’), by having made misrepresentations 
and omissions of material facts in Regulation A Offering 
Circulars and Notifications filed with the Commission con- 
cerning, among other things: 


1. the manner and method of distribution of the 
securities; 


2. the jurisdiction in which the securities were offered 
or sold; and 


3. compliance with the registration requirements for 
the various jurisdictions in which the securities were 
offered and sold. 


It is also alleged that Candywyne, Santilli, Fisher and 
Morgan violated and aided an abetted violations of the anti- 
fraud provisions in that they made material misstatements 
and omitted to state material facts in releases and letters to 
shareholders of Candywyne concerning, among other 
things: 


1. the financial condition of Candywyne; 


2. the number of companies acquired or to be ac- 
quired by Candywyne; and 


3. the nature and profitability of Candywyne'’s opera- 
tions. 


Without admitting or denying the allegations in the Commis- 
sion’s Complaint, Candywyne and Fisher have consented to 
the entry of permanent injunction by the United States 
District Court for the Middle District of Florida. 





Litigation Release No. 7561/September 14, 1976 


SEC v. INDEPENDENCE DRILLING CORPORATION et al. 
(W.D. Tex.) SA 76-CA 268 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission, today 
announced the filing on September 10, 1976, of a civil 
injunctive complaint in federal district court at San Antonio, 
Texas, against Independence Drilling Corporation, Conti- 
nental Pacific Corporation, Walter Wilson Carter, Jr., and 
Conrad Robert Temp, all of San Antonio, Texas; Diversified 
Monetary Systems, Inc. and Economic Control Corporation, 
both of San Francisco, California; Richard Daniel Freeman 
of Walnut Creek, California; and Alvin L. Bawks, d/b/a 
Universal Management, Sherman Oaks, California. 


The complaint alleges violations of the registration and 
antifraud provisions of the federal securities laws in connec- 
tion with the offer and sale of investment contracts in the 
form of working interests in oil and gas leases located in 
San Patricio, Webb, Medina, Duval, Calhoun, Nueces, 
Shackleford, Starr, Aransas, Jim Hogg and Jim Wells Coun- 
ties, Texas. 


The complaint also alleges that in connection with the offer 
and sale of investment contracts in the form of working 
interests in oil and gas leases, Temp, Freeman, Carter and 
Bawks made misrepresentations of material facts concern- 
ing, among other things, ownership of leases in which 
interests were sold, present and anticipated amounts and 
rate of income from specific lease interests sold, and 
expenditures of monies received from investors for oil and 
gas well workover operations to be conducted by Independ- 
ence Drilling Corporation under contracts with investors. 





Litigation Release No. 7562/September 14, 1976 


UNITED STATES v. GABRIEL Tl. PODLOFSKY AND MAR- 
VIN R. ROSENBAUM 
76 Crim. 757 (S.D.N.Y.) 


William D. Moran, Administrator of the New York Regional 
Office (“NYRO”) of the Securities and Exchange Commis- 
sion (“Commission”), and Robert B. Fiske, Jr., United 
States Attorney for the Southern District of New York (“U.S. 
Attorney”), announced that on August 12, 1976, a federal 
Grand Jury sitting in the Southern District of New York 
returned a thirty (30) count indictment charging Gabriel T. 
Podlofsky (‘Podlofsky”) of Atlantic Beach, New York and 
Marvin F. Rosenbaum (“Rosenbaum”) of New York, New 
York with conspiracy to violate the federal securities and 
mail fraud statutes as well as the laws prohibiting the filing 
of false statements in securing loans from federally insured 
banks. 


Defendants, in a related civil action brought by the Commis- 


sion on June 3, 1975, had previously consented to the entry 
of permanent injunctions. See SEC v. Airways Enterprises, 
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Inc., et al., 75 Civ. 2635 (S.D.N.Y.); Litigation Releases 
Nos. 6926 and 6994. 


The defendants are the former President and Treasurer, 
respectively, of Airways Enterprises, Inc. (Airways), a Dela- 
ware corporation whose sole subsidiary, North Cay Airways, 
Inc. (“North Cay”), is engaged in the short-haul air-taxi 
cargo services in Puerto Rico and between Puerto Rico and 
its neighboring islands. 


The indictment, which was the result of a nine month 
investigation by staff members of the U.S. Attorney's Office 
and the NYRO, charged that, for the period from October, 
1969 to April, 1975, and in connection with Airways’ finan- 
cial statements, defendants conspired to employ various 
schemes and devices to defraud which included, among 
others, the following: 


1. materially overstating the revenues of Airways and 
North Cay; 


2. employing certified public accountants who certified 
that they had audited Airways’ books when, in face, 
they had failed to perform audits in accordance with 
acceptable accounting principals; 


3. receiving kickbacks on fees paid to these certified 
public accountants and forging the accountants’ 
names to certifications; 


4. preparing false and fraudulent bank confirmations; 
and 


5. creating a false and fraudulent general ledger. 


In addition, the indictment charged that, for the period from 
November, 1971 to December, 1974, defendants: 


1. caused 127,100 shares of Airways common stock 
and 10,000 units consisting of convertible debentures, 
common stock and warrants of Airways to be sold to 
the public by means of false, fraudulent and mislead- 
ing prospectuses; 


2. filed and caused to be filed with the Commission, 
and tendered to a bank for the purpose of securing 
$1,008,000 in loans, periodic reports which they knew 
falsely stated that Airways had made large profits 
when, in fact, it had either sustained losses or broken 
even; and 


3. failed to file with the Commission, its annual report 


nace 10-K for fiscal year ending November 30, 


The defendants, if convicted, could receive an aggregate 


maximum prison term of 17 years and/or aggregate fines of 
$26,000. 
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UNITED STATES OF AMERICA v. VICTOR DANENZA et al. 
(S.D.N.Y.) 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission and 
William |. Aronwald, head of the New York office of the 
United States Department of Justice’s Organized Crime 
Strike Force, jointly announced that on August 27, 1976, 
Dudley “Digger” Morgan was convicted of twelve counts of 
mail fraud and two counts of securities fraud, following a 
seven day jury trial before the Honorable Inzer B. Wyatt, 
United States District Judge of the Southern District of New 
York. 


Morgan, a Tulsa, Oklahoma, stockbroker for the past twenty 
years, was one of five defendants named in a thirty-six 
count indictment returned on June 25, 1975. Two defend- 
ants, Frank J. Dell’Aglio, Jr., of Ridgewood, New Jersey, 
formerly president of Display Sciences, Inc. and K. Cyrus 
Melikian of Gladwyne, Pennsylvania, formerly chairman of 
the board of directors of Display Sciences, Inc. and Rudd- 
Melikian, Inc. entered pleas of guilty to one count of 
securities fraud prior to commencement of the trial. A fourth 
defendant, Victor Danenza, a/k/a Victor Danen is currently 
in France awaiting extradition proceedings. The remaining 
defendant, Michael Brodsky, died prior to the trial. 


Morgan was charged with making false statements and 
omitting material facts in the course of his selling 39,100 
shares of Display Sciences, Inc. common stock to investors 
between May and July, 1972. During this period, Morgan 
served as manager of the Tulsa office of Van Alstyne 
Associates, Inc. Display Sciences, Inc., now a defunct 
corporation headquartered in Upper Saddle River, New 
Jersey, was engaged in the business of assembling wide 
screen television projectors. The total proceeds raised by 
Morgan from the sale of Display common stock was approx- 
imately $120,000. 


Sentencing of Dell'Aglio and Melikian is scheduled for 
September 24, 1976. Morgan will be sentenced on October 
8, 1976. 





Litigation Release No. 7564/September 16, 1976 


S.E.C. v. High Valley Investments, Inc., et al., 
Civil Action No. CV 76-39-M (D. Montana) 


Jack H. Bookey, Regional Administrator of the Seattle 
Regional Office announced that on September 1, 1976, the 
Honorable Russell E. Smith, Chief Judge of the United 
States District Court of Montana, at Missoula, issued an 
order of temporary injunction against High Valley Invest- 
ments, Inc., (High Valley) a Nevada corporation and Robert 
A. Wagner of Phoenix, Arizona enjoining them from further 
violations of the registration and anti-fraud provisions of the 
Securities Act of 1933 and the anti-fraud provision of the 
Securities Exchange Act of 1934, in the offer and sale of 
fractional undivided interests in, oil and gas rights and 
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investment contracts of High Valley. 


The Court found that Wagner and High Valley made and 
caused others to make sales of unregistered securities of 
High Valley from June, 1974 to July 2, 1976, some sales 
postdating service upon defendants with the complaint and 
summons in this action. Funds raised from investors in 
Arizona, Illinois, Nevada and Oregon for two drilling pro- 
grams were found to be commingled; no accounting was 
made to investors. In addition, the Court found that defend- 
ants made misrepresentations and omissions of material 
facts to investors on subjects of High Valley's financial 
condition, the risk of loss in investment, projected return on 
investment, ownership by High Valley of oil and gas leases, 
varying prices paid by investors for identical interests and 
payment of finder’s fees and commissions. 


Charles von Goerken named as a defendant in this action 
has not been located for service of the Commission's 
complaint. 


For further information, see Litigation Release No. 7373. 
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CORPORATE REORGANIZATION 
Release No. 318/February 24, 1976 


UNITED STATES DISTRICT COURT FOR THE DISTRICT 
OF NEW JERSEY 


In the Matter of 


IMPERIAL ‘400’ NATIONAL, INC., et al., 
Debtors. 


IN PROCEEDINGS FOR THE REORGANIZATION OF A 
CORPORATION UNDER CHAPTER X OF THE BANK- 
RUPTCY ACT 


No. B-656-65 


FOURTH SUPPLEMENTAL ADVISORY REPORT OF THE 
SECURITIES AND EXCHANGE COMMISSION ON PRO- 
POSED PLAN OF REORGANIZATION 


1. INTRODUCTORY STATEMENT 


Three of our earlier reports dealt with seven plans of 
reorganization for Imperial ‘400’ National, Inc. (“Imperial’).' 
In our third supplemental report, we concluded that an 
internal plan, proposed by the trustee, the General Unse- 
cured Creditors Committee and Continana Corporation, a 
stockholder, was neither fair and equitable nor feasible.? In 
that report, we showed that certain amendments could be 
made to the internal plan in order to meet the statutory 


standards while noting that other possibilities also might be 
practicable.? 


The approach adopted by the parties in amending the 
internal plan is one which satisfies the issues we raised. 
The plan as amended can be found to be fair, equitable and 
feasible. 


ll. SUMMARY OF PLAN 


The Plan, as noted, provides for an internal reorganization 
of Imperial. The reorganized company will assume the 
mortgage debt, including notes issued by the trustee to 
acquire co-owners’ interests in certain motels and current 
liabilities incurred in the trustee’s operations. Reorganized 
Imperial, as partner, is liable in full for the mortgages 
($6,007,000 at the end of 1975), but it is entitled to 
exoneration from the co-owners’ share of partnership in- 
come before depreciation, or about 22.6% thereof 
($1,357,000). Imperial’s net liability is $4,650,000. 


The plan provides for the distribution of $2,000,000 in cash; 
$4,632,000 in notes; and approximately 1,040,000 shares of 
common stock to unsecured creditors, based on the amount 
of claims plus interest accrued to December 31, 1975, and 
to stockholders. In addition, interest accruals from January 
1, 1976, on all of Imperial’s unsecured debt, including 6 1/2% 
subordinated debentures, will be paid in cash. The pro- 
posed distributions are set forth in Table I. 


The notes to be issued under the amended plan will bear 
interest at the rate of 8% per annum and will be convertible 
into common stock of reorganized Imperial at $4.89 per 
share through December 31, 1980, and thereafter at $5.38 
per share. 


A sinking fund related to the reorganized company’s “cash 
flow” as defined in Article XXI(3) of the amended plan will 
be established for the amortization of these notes. There will 
be no sinking fund payments required during 1976 - 1978 
unless the annual cash flow exceeds $250,000 plus a 
maximum of $150,000 to amortize any notes issued in 
payment of administration costs. Additionally, in the event of 
sales property other than in the ordinary course of business, 
one-half of the net cash proceeds before taxes will be 
added to the sinking fund. 


Ill. INCOME AND VALUATION 


Unaudited results for 1975 indicate that Imperial had gross 
revenues of about 12,200,000 and income before taxes 
approximating $900,000. These results exceed by about 
$100,000 the trustee’s forecast made in April 1975. 


The present plan is based on a value of about $11,700,000, 
excluding mortgage debt, which is an increase of about 
$800,000 over the value as of October 1974. The present 
valuation reflects an increase in Imperial’s assets resulting 
from the 1975 after-tax earnings of about $500,000. In 
addition, the parties have agreed that the tax loss carry 
forward component of value has sufficient strength to war- 
rant increasing it by about $300,000.4 


Of the approximately $11,700,000 equity in imperial, excess 
cash of $2,000,000 will be distributed to unsecured creditors 
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Table | 


























(000's omitted) 

Claim New Per Cent 
12/31/75 Class Cash Notes Shares* of Shares 
$ 3,274 Notes (7(a)) $ 987 $2,287 a se 

5,076 General (7(b)) 1,013 2,345 351 33.7 
1,677 Subordinated Debentures (8) — = 357 34.3 
$10,027 $2,000 $4,632 708 68.0 
~ 1,452shs. _—~ Preferred (9) _ — 54 5.2 
837,722 shs. Common (10) — _ 279 26.8 
$2,000 $4,632 1,041 100.0 

Approximate distribution per $1,000 of claim 
Class or per old share Amount* 
ROS reper tele o ae cere iis Ca Ricaioe SY in ddicia ER $301.60 $698.40 — oo 
NOAIMMEN sees ena ANMy oon So fe COR Re RO RE RT 199.48 461.93 69 $ 337.41 
EMMA ISOEITINGS ....,. «0, d.0s.cucitn toes ne ctea nie Mess _ — 213 1,041.57 
FETC AOI SIIAIO) 5s 5 x's. 55s sos sales stewie sive mereae seas -— — 37 180.93 
SIMONE SENG) | 25.5 cic sine 55s neisied sRiocros GRE — — 1/3 1.63 


* At a value of $4.89 per share. 





rather than the $1,500,000 previously contemplated. The 
remaining $9,700,000 value represents the equity in the 
motels after mortgage debt which under the amended plan 
reorganized Imperial will assume. This equity will be allo- 
cated to unsecured creditors and stockholders in the form of 
notes and common stock. 


IV. FAIRNESS AND FEASIBILITY 


We have previously set forth the general principles govern- 
ing the fairness and feasibility of a plan of reorganization 
(Corporate Reorganization Release Nos. 312 at 28-31 and 
313 at 12-15 (2 SEC Docket at 381-382)). There is no need 
to repeat those discussions. 


The issues we raised in our previous report with respect to 
the treatment of holders of Imperial’s notes (Class 7(a)) and 
of its general creditors (Class 7(b))5 have been resolved by 
this amended internal plan. It remains fair to subordinated 
debenture holders and stockholders. 


We proposed certain amendments in our previous report 
that, inter alia, would make the plan of reorganization for 
Imperial feasible. We therein suggested, as noted supra, 
that other alternatives are available. The amended internal 
plan is an approach which satisfies this statutory require- 
ment. 


By the Commission. (Commissioners Loomis, Evans, and 
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Pollack), Chairman Hills and Commissioner Sommer not 
participating. 


George A. Fitzsimmons 
Secretary 





1 In re Imperial ‘400' National, inc., Corporate Reorganiza- 
tion Release Nos. 312 (July 12, 1972); 313 (August 29, 
1973), 2 SEC Docket 377; and 314 (May 15, 1974), 4 SEC 
Docket 339. 


2 in re Imperial ‘400’ National Inc., Corporate Reorganiza- 
tion Release No. 315 (July 30, 1975), 7 SEC Docket 604. 


3 /d. at 18-23 (7 SEC Docket at 612-614). 


4 In Corporate Reorganization Release No. 315 (pp. 12-13, 
we noted that the tax savings was surest in 1975. We also 
pointed out that the present value of the savings for 1976 
and 1977 would be $757,000 but, in our view, it was “too 
contingent to justify a present increase” in the equity for 
Imperial’s unsecured creditors and stockholders (7 SEC 
Docket at 610). 


5 Corporate Reorganization Release No. 315 at 13-15 (7 
SEC Docket at 610-611). 


*U.S. GOVERNMENT PRINTING OFFICE: 1976 211-094/67 1-3 








‘\@ 


¢@ 


€®@ 


¢ @ 





€@ 


¢ @ 








UNITED STATES 
GOVERNMENT PRINTING OFFICE 


DIVISION OF PUBLIC DOCUMENTS 
WASHINGTON, D.C. 20402 


OFFICIAL BUSINESS 


FIRST CLASS MAIL POSTAGE AND FEES PAID 


U.S. GOVERNMENT PRINTING OFFICE 
375 








FOR SALE BY THE SUPERINTENDENT OF DOCUMENTS, 
U.S. GOVERNMENT PRINTING OFFICE, WASHINGTON, D. C. 20402 
SUBSCRIPTION PRICE: $43.70A YEAR: 
$10.95 ADDITIONAL FOR FOREIGN MAILING 


THE PRINTING OF THIS PUBLICATION HAS BEEN APPROVED BY THE 
OFFICE OF MANAGEMENT AND BUDGET 
(JANUARY 1, 1974) 








